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Touch the “Carriage Return Key” 
on a Burroughs Electric Carriage 
Typewriter—the carriage instantly 
returns to starting point, or to any 
predetermined intermediate point 
—and the paper spaces up auto- 
matically. The operator’s hand 
does not leave the touch position 
to return the carriage—there is no 
interruption in rhythm, speed or 
ease of typing. Shifting for capitals 
is also electric. The size, shape 
and keytouch of this new machine 
are like other Burroughs Standard 
Typewriters. For a demonstration, 
phone the local Burroughs office. 
Write for free, descriptive booklet. 
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Elementary Banking Gospel 


Sirs: The interview by Merle Thorpe with Robert V. 
Fleming in your December, 1935, issue contained so much good 
sound elementary banking gospel that we should like very much 
to have permission to reprint excerpts from it for distribution in Veo @6 = Ma 6 
leaflet form by some of the ninety-one banking institutions cowie te lin 
affiliated with First Bank Stock Corporation. Our advertising 
has been consistently directed toward disseminating among the 
public a better understanding of the fundamentals of banking 
and of bank practice. It would be genuinely helpful to us to be 


able to quote so influential an authority as Mr. Fleming, whose 


statements coincide so neatly with the doctrines which we have * 
Page 
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preached consistently. 

Would you be agreeable to our using particularly that part The Washington Outlook 
of Mr. Fleming’s remarks reproduced on the bottom half of By H DR 8 
page 4? We might want to supplement this with some other excerpts + a a hoe ee ee SS : 
from the article and would appreciate permission to quote at 
liberty and without restrictions. Naturally we would expect to 
make proper acknowledgment both of the source of the state- 
ments and of your publication. 

Any co-operation you can extend in this matter will be very 
much appreciated. 

B. S. Woopwortn, Advertising Manager, 
First Service Corporation, 
Minneapolis, Minnesota 
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The Small Loans Set-up 
By Epwarp S. Munscu 
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i : sb es Modernizing Control Figures 
4 ’ > 7 . 
I inancing Retail Sales By Epmunp J. WHITEHEAD 15 
Sirs: The December issue of The Burroughs Clearing House 
is of particular interest to our corporation in view of the fact that Convention Review 
we have organized a new finance company called the Pittsburgh ie Dati Vik Yam 2 18 
Thrift Finance Corporation and have been financing department a aaa Ft a Staal ad 
stores and retail stores for a number of years and have found . 
them very profitable. New Booklets 20 
We expect to develop this to a greater degree through our ‘ 7 
subsidiary and I would like to have you send me, if possible, ten Recent Court Decisions 
copies of the December issue in view of the fact that I desire to By Cuarues R. Rosenserc, Jr. 91 
have certain directors read your article, “‘Financing Retail Store 
artis ew - " _— : Canadian Notes and Comment 
. C. CHANDLER, Manager, Homestead Branch, Cc ; ac 
Pittsburgh Thrift Corporation, me SR S 32 


Homestead, Penna. 
o °¢ 


Flowers and First Names 


Sirs: Perhaps you will be interested in the celebration of 
the seventieth anniversary of our bank which took place November 
27. Invita- 
tions were 
sent to all the 
bank’s cus- 
tomers and 
friends and a 
newspaper advertisement prepared in- 
re the public that we were holding 
“open house.” 

The Kansas City Star and the Journal 
Post sent reporters and photographers 
to cover the celebration and gave us 
front page news stories, an editorial, a 
group photo that included our Chair- 
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The Funny Side of Things 


Sirs: I most certainly enjoy read- 
ing the articles under the heading of 
“Director Clutchbill,” as published in 
The Burroughs Clearing House. 1 wish 
you could have one in each issue, as 
some bankers like to see the funny side 





to Kansas City 





and the Southwest 








man W. T. Kemper, and a photo of our 
birthday cake. 

The results were even more than had 
been expected. An exact count of 
visitors was impossible after the city’s 
supply of white carnations had been 
exhausted by the distribution of 13,000, 
one to each visitor. We estimated 
above 20,000 persons came. 

As the Star said in its news story: 
“Than flowers, there was only one thing 
more of at the birthday party today 
of the 70-year old Commerce Trust 
Company. That was first names.” 

F. M. STaKer, 

Assistant Vice-president, 
Commerce Trust Company, 
Kansas City, Mo. 


of things occasionally. 

I am wondering if sometime in look- 
ing through our note case we may find 
one that looks something like the one 
pictured in the November issue. (Direc- 
tor Clutchbill Collects. ) 

J. J. MonraGue, Assistant Cashier, 
Peoples Bank of Clifton, 
Clifton, Tennessee 


° ¢ 


Home Loan Bank System 


Sirs: Your continued interest in 
the activities of the board and its 
agencies is appreciated and your maga- 
zine, which is received here vata. 








» MRT TERe 4 


(Continued) 





is read with interest. You are to be 
congratulated, particularly, on the article 
“The Home Loan Bank System.” The 
article and chart provide an excellent 
and impartial summary of the activities 
of the four agencies and should prove 
useful to savings and loan associations and 

others receiving your magazine. 

OrMoND E. Loomis, 
Executive Assistant to the Chairman, 
Federal Home Loan Bank Board, 

Washington, D. C. 


Strs: I have just received and read 
your excellent article on the Home Loan 
ank System by Henry D. Ralph. 

Mr. Ralph’s article is the most thorough- 
going summary of the work of the four 
agencies under the Federal Home Loan 
Bank Board that has appeared in any 
magazine, as far as I know. 

e are all the more delighted that such 
an article has appeared in a magazine like 
The Burroughs Clearing House with its 
wide circulation among bankers and busi- 
ness executives, for it will do much to clear 


up confusion and misunderstanding as to 
the purposes of the agencies and their 
relation to the home-finance structure. 


GEORGE Dock, Jr., 
Public Relations Advisor, 
Federal Home Loan Bank Board, 
Washington, D. C, 
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Thought Provoking 


Sirs: Early this year you added my 
name to your mailing list and I consider it 
to be about the most fortunate thing which 
happened to me during this year. I await 
each copy of your little magazine with 
ey interest and keen anticipation. I 
ind that it is modern in every respect, 
discusses modern methods and plans in 
connection with banking, and I believe it 
is the most thought-provoking magazine 
published, particularly so as it discusses 
practical plans in operation by various 
institutions in complete detail. I do not 
see how any banker can keep abreast of 
the times without reading your magazine. 
In my opinion it would be well worth any 
price you would place upon it. 


J. J. ZARNEY, Chief Clerk, 
Loan Agency of the Reconstruction 
Finance Corporation, 
Cleveland, Ohio 


4 4 


War, Peace, Neutrality 


Sirs: Because war, peace, and neu- 
trality are being widely discussed at the 
present time, we take the liberty of sendin 
you for your information the steael 
pamphlet* relating to the attitude of 
commercial interests and bankers during 
the period of American neutrality in the 
World War. 


J. P. MorGan & Co., 
New York City 
*Entitled ‘“‘Reprint of some letters and_ editorial 


comment published in The New York Times.’ Issued 
by J. P. Morgan & Co., New York City. 


« * 


The Sun Shines in California 


Sirs: L. M. Giannini reported that the 
Bank of America N. T. & S. A. during the 
month of October made 20,357 loans for 
an aggregate amount of $34,008,930.50. 
Of this amount $2,685,328.03 was in real 
estate loans, $762,295 in mutual mortgage 
loans and $1,915,718.74 in modernization 
loans. The balance was in commercial 
loans to business, industry and agriculture. 
These figures do not include loan renewals, 
commercial paper, or call loans. During 
October the net increase in loan total was 
$6,393,662.14. 

Dr. A. H. Giannini, Chairman of the 
bank’s general executive committee in 
Peng segs | on this report said, “This is 
the first substantial evidence of a change 
in the loan trend indicating a returnin 
confidence and a business, industrial an 
agricultural expansion on an_ extensive 
scale. The change augurs well for con- 
tinued increased profits.” 

BANK OF AMERICA, ; 
Los Angeles, California 


« 


Social Security Regulations 


Sirs: In the October issue of The 
Burroughs Clearing House on page 13 you 
discuss the Social Security Act and I note 
you say, “All pay rolls of banks or other 
employers of eight or more persons, with 
some exceptions, would be taxed under the 
Social Security Act providing employees 
with unemployment fenefits and old age 
pensions.” ; 

Can you inform us if a part time janitor 
will be classed as a bank employee? 


E. C. FisupauGu, President, 
Security Trust & Savings Bank, 
Shenandoah, Iowa 


Eprtor’s Note: It is expected that regulations will 
be issued in the near future by the Social Security 
Board in Washington. It is assumed that these 
regulations will answer this and other questions. 
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by 


HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 


x * * * * * * * 
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The prospect for banking and monetary legislation . . . Awaiting 
the new Board of Governors... Farm Credit in 1936... New plans 
for housing ... The administration seeking lower interest rates 


As Congress Convenes 


No new legislation affecting banking is scheduled to be 
proposed by the administration during this session of 
Congress, in fact every effort will be made to avoid the 
passage of important bills which might be unsettling to 
business. With the keynote set by the President’s annual 
message and his budget message, the prospects are for a 
relatively short session with appropriation bills having the 
right of way. There will be much discussion of federal 
expenditures and reduction of the deficit, but no new taxes 
will be proposed unless in connection with payment of the 
soldiers’ bonus, or as a substitute for agricultural processing 
taxes. A number of bills will be introduced dealing with 
banking and credit in one way or another but none of them 
ls expected to secure wide support. Inflationist interests 
will make another attempt to force changes in the currency 
Structure but probably will be no more successful than in 
the past. There may be some changes in the silver purchase 
laws, though probably not of a character to affect ordinary 
banking operations. The administration’s attitude toward 
international currency stabilization and its use of the gold 
stabilization fund are expected to continue unchanged. 
Several proposals are being made to put the government 
further into the lending business, particularly in connection 
with low-cost housing projects, and while some of these 
may secure official endorsement the trend of Congressional 
action is expected to move toward retrenchment of govern- 








ment lending and eventual liquidation of the emergency 
loaning agencies. 


Federal Reserve Action 


Further important action by the Board of Governors of 
the Federal Reserve System is hardly expected until 
President Roosevelt appoints the new board and it is 
confirmed by the Senate, which must be done by February 1 
when the terms of the old board members expire under the 
provisions of the banking act of 1935. Banking circles 
meanwhile await with interest the seating of the new Board 
of Governors and an indication of the policies it is apt to 
pursue. The old board made it plain that it intended to 
take no positive steps to throttle the growing base for credit 
expansion beyond providing the mechanism for computing 
changes in reserve requirements of member banks if and 
when the board should make use of its new authority to 
increase these requirements. This machinery was set up 
in a revision of Regulation D, one of four revisions made 
effective January 1, 1936. The others promulgated at the 
same time were Regulation I, relating to the issuance and 
retirement of Federal Reserve Bank stock; Regulation O, 
defining executive officers of member banks and governing 
loans to them by their banks; and Regulation Q, governing 
the handling of time and savings deposits and fixing interest 
rates on them. Revisions of other regulations being pre- 
pared by the board for later promulgation included those 
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Architect’s drawing of the entrance to the gold vault being built at Fort Knox, Kentucky. This is the entrance to the elevator shaft which leads to 


the underground vault of concrete and steel. 


governing advances to and discounts for banks by Federal 
Reserve banks, including interpretations of the real estate 
loan and other important provisions of the new banking 
act; open market operations; membership by state banks; 
holding company affiliates; interlocking directorates; and 
margin requirements for security loans by banks. 


Lower Interest Rates 


A further reduction in interest rates of all kinds, but 
particularly on real estate loans, is still an objective of the 
Roosevelt Administration. No new legislation is antici- 
pated on this subject, but the administration hopes that 
by its influence and pressure and the competition of the 
many credit agencies in which the government is interested 
it ean gradually bring about a general reduction of interest 
rates. A rate of 6 per cent on a conservative real estate 
loan is considered excessive, and the Federal Housing 
Administration, Home Loan Bank System, and Farm 
Credit Administration are counted on to keep the rate 
below that figure. It has been predicted that through the 
operations of the FHA and the Securities and Exchange 
Commission realty bonds will become so conservative and 
liquid that a rate of 41% per cent may be considered high. 


The FDIC Regulations 


The Federal Deposit Insurance Corporation is settling 
down to a routine under its permanent plan of operation, 
and no changes in its activities are anticipated in the near 
future. The fact that only thirty-four state banks took 
advantage of the opportunity to withdraw from the cor- 
poration when the new law went into effect in September was 
taken as indicating a general acceptance of the FDIC by 
the nation’s bankers. The new fund started off with about 
$40,000,000 turned over from the old temporary fund, and 
as this is considerably more than the expected assessments 
for the next year, most banks found that their credits in 
this fund well exceeded their first assessment and probably 
will make it unnecessary for them to pay much more into 
the fund during the coming year’ Large banks, however, 


A similar vault is being constructed at Denver International News Photo 


will exhaust their credits soon and will have to make 
contributions to the fund, as under the revised law the 
assessment of 1/12 per cent per year applies on all deposits 
instead of only on the portion of deposits insured. The 
insurance fund is expected to increase much more rapidly 
than payments to cover losses in closed banks, so that a 
large surplus will be built up and eventually there will be 
a demand for additional legislation either to pay dividends 
on stock of the corporation owned by the Reserve banks 
or to reduce or suspend the assessments, but nothing along 
this line is anticipated. soon. There have been reports 
that the FDIC may postpone the next assessment on banks 
because of their general good condition, but there is no 
authority for this in the law, and semi-annual assessments 
must be made. The only discretion given the corporation 
is to permit the banks to delay payments for sixty days 
after the date due. 

Regulations have already been issued defining deposits, 
deductions from deposit liabilities, and advertising, as well 
as instructions for preparing certified statements, and the 
only other regulations pending deal with interest payments 
on time deposits, and on this subject the FDIC is co- 
operating with the Board of Governors of the Federal 
Reserve. 


Future of the HOLC 


Developments of the next couple of months will largely 
determine the future of the Home Owners Loan Corpora- 
tion and its effect on the real estate market and financial 
institutions. The HOLC may continue until June 13, 1936, 
to make loans on applications already on file for refinancing 
home mortgages for distressed owners, but this work is 
rapidly being completed, as two-thirds of the applications 
are being rejected and many owners are withdrawing their 
applications because of their ability to secure other financ- 
ing. By June the HOLC will have loaned slightly more than 
$3,000,000,000 on nearly 1,000,000 urban homes. 

The problem of collections, which at one time threatened 
to upset the corporation’s operating plans, is gradually 
working itself out. Through an effective re-organizing of 
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this branch of the corporation’s activity, emphasis is being 
given to the problem of servicing accounts, and, at 
present more than two-thirds of all monthly payments 
are being made on time and this percentage is increas- 
ing steadily. Many borrowers are paying up arrears and 
some are making advance payments. More than 3,000 
foreclosures have been instituted against chronic delin- 
quents, more than half of whom are able to pay but de- 
faulted deliberately, or a ratio of about one foreclosure to 
every 320 loans outstanding. The fact that many defaulting 
home owners have sought political pressure to evade their 
obligations is causing some apprehension, but most members 
of Congress are expressing approval of the HOLC policy 
of treating the loans as strict business deals and resorting to 
foreclosure except where leniency is advisable because 
of special circumstances coupled with prospects of ability 
to make payments soon. Homes taken over are being 
rented or sold at a profit. 

It thus appears that as the HOLC ceases to be a lending 
agency and devotes itself to the work of liquidating its 
fifteen-year mortgages it is on a businesslike basis which 
will enable it to pay off its bonds without resort to the 
United States Treasury, and the trend of its operations 
during the next two or three months should give a definite 
indication of its future. No new legislation affecting the 
HOLC is expected. There have been some suggestions 
that interest rates be reduced below the present 5 per cent, 
but the corporation will oppose this. Real estate circles 
have proposed that the HOLC be empowered to sell its 
mortgages to private investors, and it is possible that a bill 
to accomplish this may be introduced. The corporation 
is not very favorable because of the fear that it would be 
left with only questionable paper and with no profits to 
offset losses. Advocates of this plan say it would prevent 
HOLC borrowers from uniting into a political lobby some 
time in the future. 


Federal Credit Unions 


No threat to the small loan business of commercial and 
savings banks is anticipated from the rapid growth of 
Federal Credit Unions. Charters have been issued by the 
Farm Credit Administration to some 800 of these co- 
operative thrift associations, and applications are coming 
in at the rate of several dozen per month. Most of these 
consist of groups of employees in a single plant or institution. 
Their working capital consists of savings deposited by the 
members, and loans are made to members only and in 
amounts of less than $100. Since these loans are smaller 
than those usually made by banks and are limited to 


Architect’s drawing of the new United States Mint which 
is being built at San Francisco. The building will be 
completed in approximately a year 





5 


members of the unions, they have not so far constituted 
much competition to banks. On the other hand, some feel 
that the experience gained in borrowing and repaying loans 
through these mutual credit unions will develop customers 
for the small loans departments of banks. 


Farm Credit in 1936 


The outlook for farm credit in 1936 is better than for 
several years past, according to forecasts by both the 
Farm Credit Administration and the Department of Agri- 
culture. The need for short-term credit probably will be 
somewhat larger than recently but demands for long-term 
credit will be substantially smaller unless there is a rapid 
turnover in farm land, but the supply of both short- and 
long-term credit will be greater, relative to needs, than for 
several years. In most areas farmers are reported to be in 
an easier financial position, many being able to pay off 
current debts, make reductions on old obligations, and 
accumulate a little surplus for operating expenses. <A 
greater need is seen for working capital funds because of 
advances in prices in many farm supplies. 

Country banks have an ample supply of loanable funds, 
according to the official surveys, and prospects indicate 
an increase in the volume of their agricultural loans during 
1936. The ability of farmers to qualify for bank loans has 
been appreciably enhanced by the higher level of farm 
commodity prices, which has increased the value of the 
security they can offer as collateral. Plentiful supplies of 
short-term credit for farmers will be available through 
institutions discounting at the Federal Intermediate 
Credit banks, as the market for debentures of these banks 
continue, highly favorable. 

Better collections and: a greatly reduced demand for 
loans are foreseen by the Federal Land banks, which are 
preparing to operate on a smaller volume of new loans. 
The sounder farm credit position is reflected in continued 
progress in liquidation of the government-owned Regional 
Agricultural Credit Corporations and at the same time a 
marked increase in farm mortgage financing by banks and 
other institutions, such as life insurance companies, using 
private capital. A considerable decrease in farm fore- 
closures is also predicted. 


Extending the FHA 


Legislation to extend the operations of the Federal 
Housing Administration in insuring loans for modernization 
and repair of residences and commercial buildings is not 
expected to be pressed by the administration at this session 
of Congress, but without new legislation these activities 
will end on April 1, 1936. Insurance on loans already 
made will continue in force for the life of the loans, and 
termination of this activity will not affect the work of FHA 
in insuring long-term residence mortgages under Title II 
of its act. 

Modernization credit under Title I was intended purely 
as an emergency measure to stimulate the building trades 
and to popularize installment credit for this type of work, 
and it has been so successful in fostering these objectives 
that it is anticipated that this type of credit will continue 
in use on a large scale without FHA insurance. These home 
improvement loans of $2,000 or less combine property 
liens and personal credit, with an initial discount to cover 
the interest, and monthly amortization payments. Many 
commercial banks have found this such a good source of 
small loans that they have informed the FHA that they 
will continue this type of lending without insurance. In 
addition, a number of trade associations in the building 
supply industry are contemplating setting up their own 
credit companies to finance home repairs and remodeling 
on the FHA plan. 

Banks in many cities are co-operating with (See page 22) 
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President Moser’s desk is at a rail just inside the 
entrance where customers can reach him easily 


by 
BYRON MOSER 


President, Mutual Bank and Trust Company, 
St. Louis, Mo. 


HEN we started a brand-new 

bank entirely with new capital 

immediately after the national 
bank moratorium, sincere friends told 
us we should have our heads examined. 
There was, they assured us, no future 
in banking. Moreover, money rates 
were going down and therefore it 
would be extremely difficult to earn 
an adequate revenue. They strongly 
urged us not to go ahead with our to 
them outrageously unwise idea. 

They have been proved right in 
only one respect: Money rates have 
kept on their downward curve, and it 
has taken increasingly more work and 
ingenuity to earn an adequate revenue. 
Nevertheless, we have been earning 
through the first three quarters of 1935 
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A Loaning Policy 
THat Nets 15% 


interest. 


at an annual rate to yield 
15 per cent on our entire 
capital, surplus and undi- 
vided profits, with no reason 
to believe that our earning 
rate will fall off in the final 
quarter. And we are pre- 
paring this article not with 
any idea of boasting, but 
rather with the hope that 
some of the methods and 
policies which we have been 
following profitably may 
contain some _ suggestions 
which other bankers may turn to their 
own advantage. 

As this is written, we have deposits 
totaling $4,645,000; of these more than 
$600,000 are special deposits, including 
United States Government deposits, 
so that for purposes of loans and in- 
vestments we consider our deposits 
approximately $4,000,000. Our total 
loans are approximately $2,000,000, 
of which $1,610,000 are loans and dis- 
counts, $73,000 real estate loans, and 
$358,000 ‘loans under Title II of the 
Federal Housing Act. Thus our loans 
total almost exactly 50 per cent of our 
deposits—which is, of course, the 
explanation of our percentage of earn- 
ings on invested capital. In addition 
to these loans, we have total short- 
term government bonds of $1,442,000, 
cash and due from banks $1,233,000. 

Weare gratified by this high percent- 
age of loans to deposits, and by the inter- 
estincome that results. Unquestionably, 
the principal reason why we have such 
a substantial volume of loans is that 
we realized from the outset that our 


Here is an article that is of special 
It is about a bank that 
goes after revenue-producing busi- 
ness aggressively, that today has 
approximately half its deposits in 


loans, and net earnings of 15% 


success was dependent upon getting 
income and getting it soon. So we 
started out actively looking for loans, 
and making them. In the process, we 
have never relaxed vigilance as to 
quality. Over 70 per cent of our loans 
and discounts are on marketable or 
quickly liquid collateral, and _ the 
other 30 per cent is in commercial 
loans of the highest type. To date 
our losses on loans are practically nil. 
If we deliberately set out today to 
charge off every note on which we 
could see even the most remote chance 
of collection loss, we should be hard 
put to it to find $2,000 of these among 
our $2,000,000 total loans; I cite this 
because the offhand reaction to our 
high volume of loans is that probably 
we have been lax in extending credit. 
On the contrary, we have passed up 
many reasonably good loans because 
of our high standards. 


MUCH of our loan volume is due to 

our willingness, even eagerness, to 
take the notes of sound businesses too 
small to be attractive to really large 
banks. Every one of our officers and 
department heads has a large personal 
acquaintance —this is one of the quali- 
fications we looked for in setting up our 
official staff, that besides his abilities 
as a sound banker the individual should 
have a large circle of friends. Each 
of these officers knows we are actively 
looking for good loans, whether small 
or large for our institution’s size. 
Each has let his friends know the same 
thing. Word has got around St. 
Louis, and quite a distance into the 
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An out-in-the-open policy for officers is the rule at the Mutual Bank and Trust Company, 


country, that here is a bank where the 
credit requirements of the sound, small 
business (with the emphasis on sound) 
are an institutional specialty. In 
consequence we have all been sought 
out, at our homes as well as in the 
bank, by loan applicants of exactly 
the type we desire. To be sure, not 
every prospective borrower who has 
approached us has measured up to 
our exacting standards. But there 
are many of them who have. 


ERE is an example, with the facts 

sufficiently disguised to preclude 
the actual case being recognized. A man 
headed up a department in a good-sized 
business which succumbed to the 
depression. When his firm folded up 
and he lost his job, he did not give up 
in dismay. He knew unusually well 
his little corner of a major local indus- 
try. He had a few hundred dollars of 
savings. Instead of starting on the 
usually fruitless round of looking for a 
job at a time when good men every- 
where were being let go by hard-hit 
employers, he worked up a pet idea 
which he had been nursing for a long 
while but had never been able to get 
across with his old firm. He went out 
and obtained a few experimental small 
orders. He rented a corner in a loft 
building at depression rentals, bought 
some old machinery from a receiver 
of an old firm, hired a couple of em- 
ployees, and went into production on 
a microscopically small scale. 

His idea was sound. Experience 
has proved it. He has been steadily 
increasing his business, until now he 
has several hundred square feet of 
cheap factory space and employs two 
dozen hands. His financial statement 
is nothing to brag about, for he has a 


Sows ner 








“so that 
anyone who is good for it can walk in and get a loan without having to pass buffers,’’ as Mr. Moser says 


The bank maintains a women’s department in charge of experienced Miss 
Woltjen, where small collateral loans are made without reference to an officer 


small investment in machinery and 
the rest of his capital is tied up in 
accounts receivable. But we know 
his customers as solid, substantial 
concerns which pay their bills. He is 
making money, plowing every cent 
above his modest living expenses 
right back into the business. His 
business is growing, could grow faster 
except that his suppliers naturally 
keep him collected pretty close —they, 
too, are not oversupplied with working 
capital. 
This man comes to us, perhaps 
because someone he knows at church 
is a friend of one of our vice-presidents. 
We see only one potential weakness, 
which is that his is a one-man business 
and if he should die it might dry up. 
A small life insurance policy, taken 
out and assigned to us, takes care of 
that aspect. We grant him a line of 
$2,000. We have a new customer, a 


new loan, and as sweet a credit risk 
as is likely to come our way. More- 
over, he gladly pays us 6 per cent, 
which is a reasonable rate for the 
accommodation and the increased 
profits which we thereby put within 
his reach. 


MULTIPLY that man by fifty and we 

have a substantial block of good 
commercial loans, nicely diversified. 
The instance cited above is rather 
larger than many of these small bor- 
rowers. We have plenty who bor- 
row $500 or $1,000, and we wish we 
had more like them. Of course we 
welcome larger borrowers who can 
qualify, but they are fewer, their 
business is more actively sought by 
other banks, they can borrow —and 
do, whether from us or elsewhere — 
at lower rates. We think that we 
know our costs accurately. And we 
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can safely say that, from our cost 
figures, there is a materially better net 
profit on $100,000 of these small 
loans in, perhaps, seventy-five accounts 
than there is in the same volume in 
half a dozen larger accounts at pro- 
portionately lower rates. 

Incidentally, we hold to one old- 
fashioned rule about commercial loans 
to other than best names. We take 
the personal endorsement of all of the 
principals of a less than top-rated 
business when we accept its paper. 
A few customers have questioned this, 
have protested that no other bank 
has ever required it. Our stock answer 
is that unless the principals of a busi- 
ness believe in it enough to back it, 
we certainly cannot be expected to 
believe in it to the extent of putting 
in our depositors’ money with no such 
rate of return as the principals will 
obtain if it gets along satisfactorily. 
So far, this has always won the 
argument! 

There are many other types of 
loans which we actively go after. For 
instance, a friend of mine —he is also 
a commercial customer of the bank — 
mentioned to me, a few weeks ago 
while we were discussing his general 
situation, that he had $10,000 bor- 
rowed on his life insurance policies. 
“T’ll certainly be glad when I get that 
cleared up,”’ he commented. 

“You can clear it up right away,” 
I assured’ him. ‘‘We will loan you 
$10,000, at a lower rate than the life 
insurance company has to charge. 
As security we'll take the cash sur- 
render value of those policies. You 
pay us back in installments. And you 
know perfectly well that with those 
notes in the bank instead of on the 
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backs of your policies, you will actually 
get down to paying off the loan, where- 
as you will stall off the loans as long 
as the life insurance companies hold 
them and do not keep pressing you 
for payment. Besides, life insurance 
companies always prefer to have policy 
loans cleared off—though I confess 
I cannot see why, with a yield of 6 
per cent in this market. How about 
it?” 

“Sold,” said he. “‘Let’s get busy 
right now and start fixing it up.” 
Which is the inside story behind one 
of our well-secured loans. 


HERE is another friend of mine 
who lives in a house which is easily 
worth $15,000 in the present market. 
He mentioned to me that his mortgage 
would run out next year, that he 
would feel a lot better if he could get 


‘it settled that the mortgage would 


definitely be renewed at that time, 
for he needs in his business what 
capital he managed to hold through 
the depression. Further conversation 
brought out that his mortgage per- 
mitted paying off any or all of the 
principal on any interest date. So he 
presently paid off the mortgage with 
money borrowed from us, gave us a 
mortgage. We saved him some inter- 
est, for rates are lower today on 
mortgages of that class than they were 
back in 1931 when he placed it. We 
charged him no commission. And 
there thus passed into our total loans, 
under the real estate loan classifica- 
tion, as attractive a mortgage as has 
been negotiated in ourcity. Wecould 
sell it this afternoon, if we chose to. 

This is typical of the loans which 
make up our real estate loan total of 





ber three-quarters earned. 
approximately as follows: 


EARNINGS: 


Interest on loans 


Commissions on FHA loans 
above banking room 
Gross earned income 


EXPENSES: 


Less estimated expenses...... 





President Moser’s Figures 
Earnings and Expenses for 1935 


In the estimated 15 per cent yield for the calendar year 1935, over 5 per 
cent is profit, already earned, on government bond account. The remainder 
or operating profit, at the rate of 10 per cent on our capital, surplus, and 
undivided profits (totaling $300,000) is as this is written at the end of Septem- 
Its sources for the full year may be tabulated 


Interest on United States bonds. . 
Service charges, exchange, etc... . 


Safe deposit rentals and rentals on upstairs space 


sce abeslath a Sat ed et $100,000 
TIS 9 25,000 
> acer af aera Coatenoe 25,000 
ee 12,000 
ATs 3S dea tools 14,000 

mt ee ae, a. $176,000 

A ety ME Bek or, 146,000 

oP La ee pe es $ 30,000* 


Net operating profit (estimated) 


*This is at the rate of 15 per cent on capital stock of $200,000. 








$73,000. They are small, diversified, 
on good urban property, for not over 
one-half of the current sale value ol 
the property. Our standards for real 
estate loans are few, but high. We 
make these loans on small local resi- 
dences when the owner lives in the 
property, when he signs the paper, 
and when he is financially responsible. 
So far, there has never been a single 
dollar of this money, principal or 
interest, in default. It is unlikely 
there ever will be. But if the improba- 
ble should happen, if one of those loans 
should get into trouble, the owner 
could quickly sell it and clear up our 
loan or we could dispose of it under 
foreclosure and have an overplus to 
pay the mortgagor. 

We believe that the Federal Housing 
Administration’s plan for insuring 
first mortgage loans under Title II is 
one of the most advantageous deals 
that a bank can currently make. 
These loans have everything: safety, 
yield, liquidity. So we make them 
freely, with scrupulous regard for the 
regulations duly set up. We co-operate 
whole-heartedly with the Federal 
Housing Administration in soliciting 
these loans, and are finding them an 
excellent source of revenue. 

Part of our good fortune in obtain- 
ing desirable loan business of all sorts 
is no doubt due to the accessibility of 
our officers. Every one of our officers 
is out in the open where any one can 
see him, reach him, talk with him. 
My own office is intentionally at a 
rail just inside the front door, the 
most prominent spot in the bank. [| 
want everyone who comes in to feel 
that he can reach me whenever he 
wishes to. Of course life would flow 
more smoothly, and I could clean up 
my major executive work earlier each 
day, if I were put away behind a 
solid door. But I’m betting that our 
loan total would be a lot smaller today. 


PROBABLY it is because of the 

moment when we opened our doors, 
just when bankers were as a class in 
the lowest repute they have ever 
attained in this country. Perhaps it 
is because we all incline naturally to 
think in terms of public opinion. 
Whatever the cause, we are more than 
normally sensitive to giving the right 
kind of impression, the impression ol 
friendliness coupled with conservatism. 
This is one reason for our out-in-the- 
open policy for officers, so that anyone 
who is good for it can walk in and get 
a loan without having to pass buffers 
or discuss it with subordinates lacking 
power to grant the loan. It is no 
doubt a reason for our women’s 


department, in charge of an attractive. 
experienced bank woman, where small 
collateral loans can be made without 
We believe 
(See page 24) 


reference to an officer. 
that an overwhelming 
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N the May issue of The Burroughs 
] Clearing House, 1 pointed out to 

trust officials the desirability of a 
better knowledge of their market, a 
better understanding of the will- 
making habits of people. Practically 
every other large business (and cor- 
porate fiduciaries, controlling assets 
of thirty billions of dollars, may be 
classed as one of the largest) has for 
years found market analysis necessary 
for successful operation. Automobile 
manufacturers, chain stores, mail order 
houses, and hundreds of other indus- 
tries, have developed market analysis 
to the point where it is almost a science. 

In laying plans for production, 
advertising and merchandising, the 
knowledge gained of the market is 
fully as important to them as are the 
battle plans to G. H. Q. It should be 
equally important to corporate fiduci- 
aries. As a friend of mine once told 
me, “Give a scientist a fact and he'll 
find an application for it.”” Facts, after 
all, are nothing more than unvarnished 
truths, and a better guide to progress 
than truth has yet to be found. 
Fortunately for trust officials, the 
facts regarding the trust field are 
easily determinable. The probate 
courts of most states have really kept 
an up-to-date analysis of the trust 
market for them. These records are 
public and readily accessible. I have 
had occasion to search through them 
in many cities, and I have found 











What is the volume 
of estates probated 
yearly in your territory 


How many estates 


to $25,000 ? 


How many estates 
- im your territory 
run from $25,000 


in your territory to $100,000 
run from $10,000 


? 



































How many estates 

im your territory 

are valued at over 
$100,000 






What is the per-~ 
centage of estates 
>? administered by 


, trust ‘companies 


? 


The facts and figures are relatively easy 
for the individual trust company to obtain 
and supply a practical point of procedure 


for the development of new trust business 


by 
ALBERT JOURNEAY 


Vice-president, The Purse Company, Chattanooga, Tennessee 


officials in charge invariably willing 
to render every assistance. 

Below is a partial list of the many 
items of vital interest which may be 
gathered from these probate records 
by any one who will take the time to 
study them intelligently: 

1. Total volume and number of 
estates in any given period. 2. The 
number of estates probated annually 
over $10,000, $25,000, $50,000, or 
whatever point he sets as the minimum 
of desirable business for his trust 
department. 3. The number and 


volume of intestate estates. 4. The 


percentage of estates left by women. 
D. The percentage of estates left by 
men. 6. The percentage of estates 
in which trust companies are named. 
7. The apportionment of this business 
between the various companies seeking 
it. 8. Months in which wills are 
written. 9. Age of wills probated. 
10. Approximately how much busi- 
ness should mature in the next five, 
ten, fifteen years. 

Other factors too numerous to cata- 
logue in this brief space may also 
be ascertained. It is a sound sugges- 
tion, therefore, that anyone making 
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The surveys shown below were supplied by the author as working samples: 





YORK COUNTY, PA., PROBATE RECORD 


January to October, 1933, Inclusive 
(180 Taxable Estates of $5000 or over) 








No. % of Total Value % of Total 
Estates over $5,000............. 180 $4,304,986.26 
ge re 1,680,440.00 39.03 
Personal Property............. 2,624,546.26 61.00 
Estates of Women............. 67 37.22 1,393,735.19 32.37 
Betates of Nae... .......0..000- 113 62.78 2,911,251.07 67.63 
pS ee 49 27.22 630,645.13 14.65 
ate de seta siya dpe xa 108 60.00 2,789,181.75 64.80 
Administrator—Trust Co....... 3 1.67 18,205.90 43 
Executor—Trust Cos........... 16 8.88 831,329.59 19.29 
OS ee eee 4 2.23 35,623.89 .83 
Estates $10,000 to $20,000....... 46 25.55 637,729.24 14.82 
Estates over $20,000............ 43 23.98 2,822,265.93 65.56 
TAXABLE ESTATES OF OVER $10,000 
Probated in Marion County, in Year 1933 
Amount % to Total 
IS oh neg oy lal a ee 177 
ee ao wka lures ncaa ule esol $8,748,594.01 
EERE Pe ee ee ree ees 6, 134,666.47 
SE ERIE oe en ma ee ae 2,613,927.54 
8 100 56.50 
Volume of Estates of Men................... 4,198,351.63 47.99 
No. of Estates of Women.................... 77 43.50 
Volume of Estates of Women................ 4,550,242.38 52.01 
No. of Individual Executors.................. 65 36.72 
Volume of Individual Executors.............. 2,839,914.75 32.47 
No. of Corporate Executors.................. 18 10.17 
Volume of Corporate Executors.............. 1,355,414.14 15.43 
No. of Individual Administrator............. 83 46.89 
Volume of Individual Administrator......... 2,587 ,513.36 29.60 
No. of Corporate Administrator.............. 5 2.82 
Volume of Corporate Administrator......... 1,836,367 .53 21.00 
Petitioners—Number........................ 6 3.40 
Webumsene GF POCIGIOHIOTS. 5ng 5c ccc cc ccccees 129,384.23 1.50 
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3. Volume—$ 


ESTATE ANALYSIS 
Compiled by G. H. Arnold, Trust Officer, 
Illinois National Bank & Trust Co., Rockford, III. 


Total Population of Winnebago County, Illinois—118,000 
383 Estates Probated 1932 to 1934 (three years—268 Wills; 115 Intestate) 


6,406,676 Average—$14,114 
Estates Left by Men 
WILLS INTESTATE 
Volume No. Volume 
$1,469,888 70 $ 671,840 
674,300 7 245,500 
504,000 1 52,000 
470,000 1 100,200 
$3,118,188 79 $1,069,540 


Up to 25M 
25M to 50M 


50M to 100M 
100M or over 


Average Volume: Testate Estates, $19,368; Intestate Estates, $13,540 


No. 
(a) 132 
(b) 19 
(c) 7 
(@) _3 
Totals 161 
No. 
(a) 88 
(b) 16 
(c) 1 
) 2 
Totals 107 


Estates Left by Women 


WILLS INTESTATE 
Volume No. Volume 
$ 802,623 34 $ 260,625 
591,900 2 78,800 
60,000 0 0 
425,000 0 0 
$1,879,523 36 $ 339,425 


Up to 25M 
25M to 50M 


50M to 100M 
100M or over 


Average Volume: Testate Estates, $17,566; Intestate Estates, $9,429 


4. Estates Naming Trust Companies 


Men 
Women 


No. Volume Average 
19 $608,800 $ 32,042 
10 185,700 18,570 
29 $794,500 $ 27,396 


Per Cent 
of total 
Number 


7.5 








such a study should put down all avail- 
able information during the study, so 
that he will not have to retrace his 
steps at a later date. For instance, 
when I first started my studies, I did 
not sense the value of classifying the 
estates of men and those of women. 
When the importance of this informa- 
tion later dawned on me, it meant 
hours of checking back on the records. 

Another point to keep in mind is 
that the study should cover a sufficient 
period of time, and a sufficient number 
of estates, to allow the law of averages 
to work. One year will tell much 
where a few months may bring out a 
distorted story. Two, three or five 
years afford a proportionately sounder 
basis on which to build conclusions 
than one year. 

It will probably prove sound practice 
to make probate studies annually, as 
a check against any changes in local 
trends. For example, a recent study 
in one community disclosed that in 
1933 the volume of estates of over 
$20,000 amounted to $7,328,077. In 
1934 it amounted to $4,074,146. In 
1933 the corporate fiduciaries were 
named as executors in estates contain- 
ing 59.78 per cent of the volume of all 
these estates. In 1934 they received 
only 16.49 per cent of the volume for 
that year. A study of 1935 estates will 
disclose whether the trend is down- 
ward, or whether 1933 was an abnor- 
mally high year for the trust companies 
in that community and 1934 was 
abnormally low, as is probably the case. 

Parenthetically, the thought might 
be injected here that in communities 
where trust companies have not re- 
sumed their efforts to educate pros- 
pects the tendency will be downward 
for trust companies’ volume of new 
estates, for the simple reason that for 
five years they have been living out of 
inventory, with little or no effort to 
replace the supply of wills in which 
they are named. Obviously the num- 
ber of wills in which a trust company 
is named today determines the flow 
of its new probate business tomorrow. 

Occasionally a very large estate 
will enter the picture, as was the case 
in Pittsburgh in an analysis made dur- 
ing the period when the estate of R. W. 
Mellon was offered for probate. Such 
an estate, running far into the millions, 
would upset the figures in any probate 
study, and should always be considered 
when conclusions are drawn. 

I find in comparing studies in many 
different cities that certain factors 
appear to be fairly static—that is, 
common to all groups—but certain 
others vary greatly. Among the 


former are the age of wills, the months 
in which wills are made, the division 
of estates among men and women, all 
of which are discussed in my former 
article in this magazine. 

The variables, therefore, are those 
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At the request of The Burroughs Clearing House, Mr Journeay had himself photographed in the 
Register of Wills’ office, Pittsburgh, to show how to go about getting the figures for a market analysis 


that at this point interest us most. 
Among these are: The volume of 
estates in a community. Location, 
age of city, character of population 
and other factors apparently enter. 
As a case in point, a recent analysis 
of probated estates in a Pennsylvania 
county disclosed taxable estates of 
over $5,000, probated in ten months, 
amounting to $4,304,986; while a 
study of a county of similar population 
in a midwestern state showed all tax- 
able estates, regardless of size, for a 
full year amounting to only $1,454,187. 
In each case, the county contained a 
fairly large city. 

Again, a county in New York State 
showed estates of over $20,000, pro- 
bated in one year, totaling twenty- 
three and a half million dollars; while 
a neighboring county came up with 
only four and a half millions in the 
same year, though there was not over 
33 per cent difference in population. 
Population figures cannot, therefore, 
be regarded as a yardstick by which 
wealth can be measured. 

Another variable is the percentage 
of estates in which corporations are 
named executors. Surveys in a large 
number of cities located in different 
sections of the country disclose a low 
of 414 per cent to a high of 59.78 per 
cent of all worthwhile estates naming 
corporate fiduciaries. The average, if 
averages mean anything at all, is 


about 25 per cent. This in itself is 
important; it gives some idea of the 
ceiling that exists for trust develop- 
ment. The height of this ceiling is so 
far an undeterminable factor; but I 


think the corporate fiduciaries may- 


well consider that 60 per cent to 70 
per cent is their chosen field. They 
are a long, long way from the satura- 
tion point. 

The varying score in the battles for 
probate business between the corporate 
fiduciary and its chief competitor, the 
individual, is easily understandable. 
Some trust companies, or groups of 
trust companies, are more competent, 
older, stronger, and have cultivated 
their field more intelligently and more 
persistently than others. Obviously 
their record will exceed that of trust 
companies in cities where the business, 
like Topsy, “‘just growed.” 


ONE point that is receiving much at- 

tention from trust men acquainted 
with the facts is what to be done about 
securing the estates of women. At 
least one-third of all worthwhile estates 
are left by the fair sex, but it is far 
less than one-third of the average trust 
company’s business. In one city, 
women left 32.60 per cent of the estates 
over $20,000, yet only 4.68 per cent 
of the volume of estates handled by 
trust companies in that community 
that year were those of women. 


Evidently the ladies have been 
neglected in our selection of prospects 
and educational plans. 

One other thing seems worth men- 
tioning in connection with women’s 
estates. An article in the September 
issue of Nation’s Business purports 
to prove that “Women own three- 
quarters of America’s wealth.”” What, 
I wonder, is her record of stewardship, 
since the record clearly shows that she 
dies leaving only one-third of the 
property that passes from one genera- 
tion to the next. Does she use it up 
during her lifetime? Is some of it 
wasted? Is any great portion lost 
through her financial inexperience? 
Does she give much of it away? It is 
an interesting study into which some 
learned economist may be prompted 
to delve. 

So much for probate figures. At 
this point I would like to inject two 
other sets of figures that contain a 
hopeful message for men who are 
concerned with new or growing trust 
departments, and that may prompt 
others with somewhat stagnant de- 
partments to move out of the rut 
into which they have fallen. 

The first is the ten-year record of 
the progressive State Street Trust 
Company of Boston. In 1923 the 
company set out to cultivate trust busi- 
ness. The president, a former trust 
officer, is a man of vision. (See page 28) 

















A series of printed notices of graduated 
tone for mailing to delinquents 


HEN several members of the 
Associate Bankers of St. Louis, 
the organization of outlying 
banks, took up the question of some 
concerted action for undertaking per- 
sonal loan departments, the members 
uniformly encountered a legal snag. 
The lawyers for each bank which took 
the idea for legal advice advised that 
the contract in use most generally 
was undoubtedly subject to risk of 
usury. And they pointed out respects 
in which it was subject to this risk. 
There has been very little discussion 
in public of the usury feature of small 
loan contracts, for an excellent reason. 
Any bank with a small loan depart- 
ment in operation prefers to take no 
cognizance of potential usury. But 
we know, from our own membership 
and from the contacts of this member- 
ship, that there must be literally 
hundreds of banks in the United States 
which would like to inaugurate small 
loan departments were it not for the 
danger of usury. It is superfluous, of 
course, to explain to bankers that small 
loans cannot profitably be made at a 
rate of return which is adequate for 
larger loan transactions. 

Without going into the details of 
how it was worked out, we developed 
a small loan contract which satisfied 
the very lawyers who had held the 
former contract usurious. 

If this emphasis on avoidance of 
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The 


SmaLit Loans 


Set-Up 


There are two important factors in organ- 
izing to handle small loans. 1. The usury 
laws. 2. The preparation of printed forms 


by 
EDWARD S. MUNSCH 


President, Chippewa Trust Company, 
St. Louis, Missouri 


usury should seem excessive, please 
keep in mind that we know how very 
many banks are being held back from 
small loan activity by this very reason. 
And with so great a need existing for 
added bank revenue, banks can find a 
valuable source of income in small 
loans. The small loan market exists. 
It is in many communities being 
served chiefly or even solely by special- 
ized concerns. Loans of this type are 
already being made by all manner of 
lenders. A bank located in normal 
business surroundings will find numer- 
ous individuals and concerns making 
these loans within six blocks of its 
door —including some out-and-out loan 
sharks. 

It is true that some of these lending 
concerns maintain good accounts with 
banks. But this is no real objection. 
If banks are to operate as banks, they 


President Edward 
S. Munsch of the 
Chippewa Trust 
Company himself 
checks in on 
small loans. He 
is shown at the 
right talking to 
one of the bank’s 
customers 


must not stand back from fear of 
encountering outside competitors. Par- 
ticularly is this true when the com- 
petitors are charging more for personal! 
income loans to the public than the 
banks need charge to realize a profit. 
The question boils down to this: 
Shall: banks make such loans, or shall 
the field be left open to the individuals 
and special loan concerns already 
making them. Our institution’s deci- 
sion, and that of others of the Associate 
Bankers of St. Louis, was that where 
sound banking loans can be made, we 
intend to make them. 


E in our bank had not made small 
personal loans until the FHA 
modernization loans under Title I came 
into the picture. We went into these, 


found out after a few months that 
they are extremely satisfactory and 
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To CHIPPEWA TRUST CO. OF ST. LOUIS, MO. 


APPLICATION FOR PERSONAL INCOME LOAN 
Desired amount of Persongl Income Loan $ for a period of. 
ee ee ee ee ee 
+++ 5 Savings Account a 
a +++ Savings Account end 
«s+» Savings Account 
(it Ie understood that U. $. Gov't. Bonds equal to the tace of the loan may be substituted at any time’tor the Savings Account.) 
| it other collateral ia offered, describe here: 





i 
Ht 
i 





) "APPLICANT'S STATEMENTS MADE AS A BASIS ROR PROCURING CREDIT _ 


When none is the correct enewer, please . 



































Fail name (please print) Residence address (piease print) Res. ‘phons 
iow tong there? Former realdence How Toug there? 
pirtapiacs atest dees AO GR yaa 
“puied salary oF Wages per month : | “Average of ctiier earnings (commissions aod the like) par month 
Name of employer “Poial carvings tast twelve wionthe 
Present position Raine Gad Ge of superior epee 
‘Ta your work steady? | Daring what periods, if any, of West two years bave you been anemplayed? 

| “Previous emplorer How long there? 








“Has Wite (or Wusband) scperaie income Grom earnings or other source? | A¥e you tu sound bealth?|How much Ite 
{if sc, @ separate comaker statement is required} 





Have you s beak account? If so, where? | Name of officer you Know 
Other Ticome trom (Describe) Total per month | 








To whom do you pay reut or home paymentat Address ey bee 





De you owa any stocks or bonds or mortgages? If a0, describe 


























Wake ot nee ignans ee 
Ave you comaker or endorsot on any cther nie? If so, Geacribe 

Lasenshe sede Continued on 
=. Rese toe Uae or SAE a 











ee 


Illustrated above and at the right are the two pages of the co-maker application form. Prominent throughout this form is notice 
to the applicant that he has the right of choice as to the depository bank. It is this choice which is designed to bring the 
of savings account, when opened in the lending bank, within the non-usurious category 











































































al distinctly profitable. So we decided to seek actively a 
na considerable volume of these and similar loans. Payments 
+ on all types of our consumers’ loans have been well kept up, 
* with little need for follow-up on delinquencies. Personal Se ge 
ll income loans were the next logical step. : soe : 
Is | Personal income loans can be made in quantity without ee tie we cieclc canoiawe putsamencamaant’ wo tone esas alent 
“~ = much risk, in most communities. Bankers everywhere are Birra a nat om denned antennae smn esmincinecet 
ed ; familiar with the experience of one of the nation’s largest eee ay ee ain senda die 
ee | banks which in 1934 reported that its losses on personal 
va income loans were less than .15 of 1 per cent. Obviously, 
te safe loans do not make themselves. Leave the cash drawer 
open for anyone to leave a promissory note in exchange for 
cash, and few loans of merit will accumulate. Safety of per- 
all sonal income loaning depends, plainly enough, on due care 
TA in selecting the borrowers and regulating the terms and 
i amounts within their demonstrated capacity to repay. 
ie But any banker willing to learn from the experience of 
ade previous entrants in the small loan field, or even using only 
er his own knowledge of people, should be able to sift out the 
undesirables; the real problem, all small loan banks agree, 
is to make sure that the requirements are not so strict 
p that they likewise sift out a good many applicants who — 
: would be good pay. na ig tere hah dere | "eee ee oe 
” Present value % = 





Indebtedness against such securitics 
HEN we went into this, we painstakingly worked out the | 

forms required for handling the job. We were agreed 
that the only way to realize the maximum net profit is to 
minimize the routine of handling such loans. On an install- 
ment note of $100, a little extra clerical work can quickly 
eat up the expected net profit. So we designed the forms 
which we felt would be most useful along these lines. Then, 
instead of going ahead independently each with his own 
printing job, we had a local printer and service firm set up 


the type, and print off the estimated needs of each bank A feature of the co-maker form, shown above, is the flap. As each 


“s ; : w , tN co-maker fills in his statement, he moistens the mucilage, seals the 
with its own identity printed on the form. In looking at the flap, and thus prevents its inspection by makers and co-makers 


























14 
forms reproduced here, you may 


observe copyright and patent applied 
for lines on them. We shall gladly 


The savings ledger card with maturity tickler. This 
The correct date 


tickler is provided by fifteen tabs. 
is obtained by snipping off all other numbers 
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give permission to reproduce these 
forms to any bank starting or already 
having a small loan department, upon 

request to us. Our purpose 


~. in permitting them to be 


copyrighted and in allowing 
patents to be applied for 
was to forestall any of these 
outside enterprising gentry 
who periodically crop up in 
the bank field with privately 
owned copyrights which they 
have taken out on forms de- 
vised by banks themselves. 
The producers here, however, 
are authorized to offer them 
to banks generally who may 
wish to obtain the benefit of 
the standing forms. 

As a matter of fact, any 
group of bankers may desire 
to have their own printers 
make up similar forms for 
their use on a co-operative 
buying basis such as we 
employed. 

Keystone of the method 
of making non-usurious small 
loans, and likewise the first 
step in our set of forms, is 
the application. This form, 
which is reproduced on page 
13, carries a paragraph of 
application an understanding 
of which is of basic impor- 
tance. Please 
notice that it 








provides that the 










2 py epee panies se 


| Mane Ane te 
St. Losis, Mo., 


INCOME LOAN—COLLATERAL-COMAKER 


in which the Gavings Account le to be opened le salted the DEPOSITORY 
oe $. 


loan applicant is 


KER FORM eco not to choose the 
BARK) 





rt 









after date we jointly and severally promist to pay to the onder of the Lender. | 


CHIPPEWA TRUST CO. OF ST. LOUIS, MO. 


depository bank 
in which he will 
keep his savings 


...Dotiars. 








a my will we par yore: or paid in 


agreed that this promissory note is accepted by the Lender purswant to Maker's 


with interest at the rate of... % from maturity, it being agreed that interest at tbe ame rate 


account and 
make his regular 
periodic savings 
payments until 








after the loan 





has been granted 





and the proceeds 





‘}1 paid to him. 








esting point about the application 
form is its provision for privacy. 
The first two pages of the form are 
the applicant’s own facts and figures. 
The third and fourth pages are for 
the statements and particulars of 
each of the two required co-makers. 
Stapled to the top of these last two 
pages are single sheets of dark wrap- 
ping paper, lightly gummed along the 
edges. Thus, after co-maker Number 
One has written up his facts, he seals 
down the flap before handing the 
application back to the applicant. 
Neither the applicant nor co-maker 
Number Two can invade his privacy 
without leaving a trace or else going 
to a great deal more trouble than 
people are willing to go to for such a 
meager return of information. When 
the form comes back to the bank, we 
simply tear off the flaps and throw 
them away. The form for loans made 
on collateral and therefore without 
co-makers is identical with the first 
two pages of the co-maker form, but 
omits the third and fourth pages 
because these are not required. Like- 
wise, when the co-makers turn out 
upon investigation to be unsatisfac- 
tory, we have an additional co-maker 
form which is nothing but the last two 
pages of the four-page application form. 


‘THE note form is also reproduced 

on this page. Please observe that it 
provides—in fashion not dissimilar 
from that employed in many notes 
where savings accounts are required 
as collateral —for a flat rate of interest 
and for maintaining the note at its full 
face for its full term. Thus the note 
itself is non-usurious. We charge 
8 per cent, the legal limit under con- 
tract in Missouri, and any bank using 
this set of forms may likewise charge 
its legal limit under contract. Also, 
and this is especially important, the 
borrower does not designate the 
depository bank until after the loan 
has been completed and the proceeds 
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S Another inter- paid over to him. (See page 24) 
of 
4 with, . 
whe sige | bags ASSIGNMENT OF SAVINGS ACCOUNT AS SECURITY 
efor 63 BOR PERSONAL INCOME LOAN 
ana nm. 
P —c As collateral security for Personal Income Loan es 2  hemby 
ogee assign. transfer and: set over to the Lender 
a bs; CHIPPEWA TRUST CO., of : LOUIS, MO. 
; . fi 
eit may right ee et ee sol eae (The Lender te nuthoriaed to ai 
as of the date when the loan evidenced cp rarer Account No. 





in... 
Banc) and any balance de teeon, now or here- 
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lap koopa apd ize 
ane 3 nerevy : 
of t tS dems 
yother. acer Pes ellen atin gens 


Teer al Gettatet Gt tes paliachl to -tee alleles 
Pi or eater ae 
e and F agree to return it to the 


pndingmrissslgd ie8 


tn ag option, coltect and 


te \eole tes wome oe 


Bova ndigrelp andl emg nek Mog 
peg ty savings deposits 
am to hold the passbook as 

at any time, upon request. 
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This is the co-maker note form. A collateral form is also used. 
The note form is always handed out with the application. Each 
party signs the note as he signs the application 


This is the assignment of savings account form. On the reverse side is the 
liability ledger card and alphabetical index. The assignment is not executed, 
of course, until the savings account is opened by the first deposit 
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By 


EDMUND J. 
WHITEHEAD 


Auditor, Worcester County 
Trust Company, 
Worcester, Massachusetts 


an an 
interview 
with 


FRED B. 
BARTON 


Mr. Whitehead 
shows how he in- 
serts the new figure 
sheets into a multi- 
ring binder. The re- 
sult is comparative 
figures at a glance 
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Modermzing CoNnTROL 
FIGURES 


Here is an interesting set-up and some 
new ideas on preparing bank statistics 


T was Charles M. Schwab, I believe, 
who discovered that whole plants 
and departments could be made to 

compete with each other to bring down 
operating expenses and increase profits. 
The chain stores too, if we understand 
their success correctly, have learned 
that this store and that one can be 
compared on paper in parallel columns 
of figures, and that these figures be- 
come vital and real to even the lowliest 
employee. 

For instance, the water bill of the 
average store is not a large item, yet 
the chain stores can recognize any 
excessive use of water, or electric light, 
or fuel, or even such trivial items as meat 
for the cat. Recognizing that every 
penny of expense is the net profit on 
maybe a whole dollar’s worth of sales, 
the chains have made a minute study 
of expenses. 

In other words, it’s a matter of hav- 
ing the right figures available, especially 
comparative figures. You can make 
the auditing department —not a once- 
a-quarter historian of what has hap- 
pened —but a daily partner in operat- 
ing the business at a profit. You can 
get your cost and income figures out 
of the graveyard and bring them up 
into the driver’s seat to help those who 





manage the business direct their course 
of action. 

Our bank operates four offices in 
Worcester and four in nearby com- 
munities. For auditing purposes we 
group all the Worcester offices to- 
gether, as the books are kept jointly 
at our main office. But the branches 
in North Brookfield, Barre, Fitchburg 
and Spencer were operated as corre- 
spondent banks until March 1933 
when they became more closely associ- 
ated with us. They had their own 
systems, in many cases less complete 
than our own and of course in many 
ways different. 

Also, since June 1933 we have had 
the job of liquidating the $13,879,000 
deposits of the Worcester Bank and 
Trust Company. The first liquidating 
dividend of $6,840,000 was paid to 


depositors on June 10, 1933, paying 
in full all accounts of $500 or less, and 
giving 40 per cent to the larger deposi- 
tors. On November 10, 1934, we paid 
another $2,800,000 to depositors and, 
in lieu of the $4,239,000 of deposits 
still outstanding, issued 200,000 shares 
of preferred stock, of $10 par value 
but callable at $21.20. We have 
recently paid a dividend of $1.20 in 
reduction of the call price. Naturally 
we are watching our corners carefully, 
in an effort to make maximum distribu- 
tion to preferred stockholders. 


MORE than two years ago, therefore, 

we discovered that the job of 
operating a widely spread business was 
putting a strain on our system of book- 
keeping. We could get figures, but 
once we determined on a table of 
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comparative figures, we had to type it 
on a page of our ledger, and there it 
was, rigid and inflexible and soon 
out of date. 

We had been keeping our journal 
on plain three-hole sheets, eight and a 
half by eleven. Classification had to 
be typed in and six columns of figures 
were all we used. On a comparison of 
expenses, say, a six months’ record was 
all we could get. Of course we could 
have used wider pages and covered a 
year, although that would have made 
the books even bulkier and more un- 
wieldy than they were, and increased 
the opportunity for error. But no 
matter how wide the sheet might have 
been, some time the last column was 
used and that was the end of that 
record. If a comparison with the same 
month last year was desired, it meant 
fluttering the pages or else typing a 
whole new set-up. ~ 

Naturally, our operating figures 
were not greatly prized at a directors’ 
meeting, or even at the executive 
committee meeting. 


“THEN we discovered we could put our 

records on narrow strips, punched 
for rings at the top, and show our 
branches, one beside another. We 
could compare deposits, loans, dis- 
counts, per cents. We could put any 
two columns side by side in an instant 
and show a comparison of deposits or 


‘expenses of our branches against the 


same month of last year. We could 
start a new month or a new year by 
merely typing a new slip and sliding 
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the older slips one place to the left, 
instead of retyping whole sheets. 

So we set up this new system 
between the close of business Novem- 
ber 10, 1934, and the reopening after 
Armistice Day and Sunday, on Novem- 
ber 13, 1934. These twelve months 
of operating under this system are not 
a long enough period to have permitted 
any spectacular savings or benefits 
from the new records, but we do 
find we have made a definite start. 

For instance, one copy of this journal 
rests on our Treasurer’s desk, and is 
often referred to during the working 
day. And when the directors meet we 
find they enjoy thumbing through the 
book, because the entire banking 
operation is revealed here, in cause and 
effect. The forms come to us in pairs, 
the yellow or original on top and the 
carbon, or white copy, lightly fastened 
at the top. One copy stays in the 
department; the other goes to the 
‘Treasurer. | 

The two headings that have been 
most carefully studied to date, next 
lo earnings, as you can imagine, are 
deposits and loans. A beginner could 
recognize that the prosperity of the 
bank depends on our being able to 
attract deposits here and our success 
in loaning the money out at a 
profit. 

You can run your eye across a whole 
year’s record of deposits, for our 
Worcester offices and our branches. 
At a casual glance you might express 
some alarm, because some of these 
figures show what seems to be a shrink- 


age in deposits, at least for certain 
months. But trace down the facts and 
you get a-different story. First of all, 
we have somewhat reduced our govern- 
ment postal savings deposits, because 
they cost us 2% per cent interest, 
which is sometimes more than we can 
earn on the money. 


HEN again, our demand deposits 

for some months show a shrinkage 
of maybe $300,000. But we are not 
worried at those figures, because we 
know that some of Worcester’s big 
manufacturers have reduced their bank 
balance so as to pile up a reserve stock 
of raw materials or build an inventory 
of finished products. When their goods 
have been sold and turned into money, 
these deposits will come back. We can 
usually tell the state of our deposits 
by looking at the accounts of ten or 
twelve large depositors. 

Perhaps we can best show the work- 
ings of this unit analysis strip by 
showing a comparison of our state- 
ment of condition, month by month, 
for the past year. 

As everybody knows, four times a 
year a statement of condition is called 
for by the State Banking Department 
and is also required to be printed in 
the newspapers and furnished free to 
all callers. Any officer of any bank 
can reach into his desk and hand you 
the latest statement and one of last 
year’s, showing probably an increase 
in deposits and a general bettering of 
the whole condition of the bank. But 
now we make these figures available 


These are some of the forms of particular interest described by Mr. Whitehead. The forms 
come in duplicate, one copy remaining in his department, the other going to the Treasurer 
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A close-up of one page from the binder shown in the illustration on page 15. 


Indexes of other divisions of the 


binder are also shown. The new records are in demand at executive meetings and meetings of the board of directors 


to our officers and directors every 
thirty days. 

Naturally, the relation of our re- 
sources to our liabilities and our 
degree of liquidity are matters of deep 
and current interest. On September 
30 we had deposits of $37,549,771 
and cash on hand of $10,807,000 and 
governments worth $11,678,412. 
Should we continue to carry such a 
large per cent of our cash in our 
vaults and on deposit in other banks, 
or should we feel safe now in taking 
on new investments? This is a 
matter calling for constant study. 

In case our board of directors may 
be interested in the decisions of other 
banks, we periodically obtain similar 
statements from other banks of our 
acquaintance and prepare their figures 
in the same way as ourown. Thus our 
operating officers can detect any 
change of policy in any bank and can 
decide whether or not we are operat- 
ing in the way that best fits the 
moment. 

Then there’s the matter of deposits, 
always worth watching. Our com- 
mercial deposits remained about the 
same between June 29 and September 


30 of this year, but our savings deposits 
increased from $7,982,752 to $8,129,- 
873. Should the bank advertise for 
new commercial accounts, or are we 
sitting pretty? Should we take on the 
expense of sending an official to visit 
nearby factories and solicit their busi- 
ness, or should our work continue to 
be a mild building of good will and new 
confidence in all banks? 


HAVING the full story of resources 
and liabilities spelled out month by 

month enables the management to 

chart a course and then follow it. 

Now let’s look at some of the other 
information we likewise make available 
every month. 

Last December we set up a tentative 
operating budget for each of our 
branches, based on its own figures for 
the preceding twelve months. These 
figures, of course, are being corrected 
as of November 10, 1935,:-at which 
time we will have completed a full year 
under our present plan of bookkeeping. 

It is interesting to look over the 
monthly income and expense sheets of 
each branch and compare them, not 
only with each other, but with the 


previous months and with the monthly 
budget. Here are several branches 
that have used less than their expected 
advertising allowance. Here are some 
that have saved money for the year 
on their operations, as against what 
we expected. Then, again, one branch 
went behind several hundred dollars, 
but a brief study discloses the reason: 
We bought a new bookkeeping ma- 
chine at our main office and sent a $600 
used machine to this branch, billing it 
the full expense within one month. 
Naturally, the showing for that quarter 
was out of line, but there’s a reason. 

Having detailed expense figures for 
each branch (and of course we follow 
approved banking figures in deciding 
what figures to get) enables us to spot- 
light any division of expense which 
might come into unusual prominence. 
Let us suppose that a town in which 
we operate should decide to paint up 
and brighten up, possibly hanging out 
a new American flag in front of each 
place of business. We might be asked, 
in that case, to put a man to work 
scrubbing the front of the. bank 


building and polishing the windows, or 
whitewashing the sidewalk. (See page 23) 
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ROBERT V. FLEMING, President 


of the American Bankers Association 





TOM K. SMITH, First Vice-presi- 


dent, American Bankers Association 
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CONVENTION 
~ REVIEW 





URRENT business conditions and 
§ economic prospects for the future 
were the principal subjects under 
consideration at the American Bankers 
Association Convention in New Or- 
leans. These two subjects dominated 
the convention from the opening 
address of President Rudolf S. Hecht 
to the installation of new officers at 
the close of the convention. 

In his address President Hecht paid 
first attention to the improvements 
that have taken place in business and 
in banking during the past year. In 
surveying the future, he declared that 
our so-called capitalistic system can 
hope “to live and succeed only if out 
of the chaos of the past few years 
there shall develop a new prosperity 
based on ethical as well as material 
progress and on a greater sense of 
social responsibility on the part of 
those who have much toward those 
who have little.” At the same time, 
Mr. Hecht expressed concern over the 
unbalanced budget, rising taxation, 
and the continuance of government 
agencies in banking. 

RFC Chairman Jesse H. Jones 
brought to the convention an address 
on the situation confronting American 
railroads and a report of activities of 








the Reconstruction Finance Corpora- 
tion. His speech dealt less directly 
with banking and banking policies 
than at the two preceding A. B. A. 
conventions. He did however, urge 
upon banks that they lend more freely. 
Real estate and industrial loans were 
particularly recommended to the banks, 
loans of long-term and capital charac- 
ter such as he frequently has advocated 
in speeches and interviews. Mr. Jones 
also brought to the convention a mes- 
sage from President Franklin D. 
Roosevelt conveying to the nation’s 
bankers his greetings and expressions 
of gratification over the improvement 
in the position of banking and business. 

Comptroller of the Currency J. F. T. 
O’Connor reported on the progress 
made in the reopening of conservator- 
ship banks, liquidating closed national 
banks, strengthening the capital struc- 
ture of national banks, summarized 
some of the amendments to the bank- 
ing act, and gave detailed statistics on 
the present condition of national 
banks. His figures were encouraging 
to many bankers who had not realized 
the progress made in the handling of 
conservatorships and receiverships. His 
illustrations, especially of a real estate 
auction sale at Gulfport, Mississippi, 
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Wherein government officials, banking lead- 

ers, and business speakers present their 

views on taxes, the national budget and the 
problems confronting banks 


by ARTHUR VAN VLISSINGEN, Jr. 


by which real estate assets of a closed 
bank had been thawed into more than 

200,000 of cash, were of genuine 
interest. He reported that interest in 
real estate ownership has revived to a 
considerable extent. And he predicted 
that the final six months of 1935 would 
turn out to be the best that the banks 
have enjoyed for more than four years. 


[N taking his place before the conven- 

tion, Leo T. Crowley, Chairman of 
the Federal Deposit Insurance Cor- 
poration, stated, “I should like to 
appear not in the role of a government 
official nor as an individual intent 
upon more and greater power of 
supervision. Rather I would like to 
speak to you as one who is as much 
interested in the success of your own 
institutions as you are yourselves; as 
one who does not believe that the 
American banking system can or 
should be changed overnight; as one 
who has a sympathetic understanding 
of the problems confronting you; as 
one who realizes that your difficulties 
are real and practical; as one who 
appreciates that the future success of 
the Federal Deposit Insurance Cor- 
poration depends almost entirely upon 
the co-operation which you and the 


ti 





public give it. I appeal to you to 
arouse yourselves to the possibilities 
which the corporation offers towards 
better banking.” 

In opening his address, Marriner S. 
Eccles, Chairman of the Board of 
Governors of the Federal Reserve 
System, contrasted business conditions 
of today with those of three years ago 
when deflation was running its course. 

He discussed the subject in connec- 
tion with the government debt. ““With- 
out attempting to estimate how much 
further the debt may increase, is it 
not evident that after government 
intervention on a sufficiently broad 
scale to stop and then turn the tide of 
deflation, conditions now exist which 
make for ultimate balance?” he asked. 
“That is, the national income is in- 
creasing today instead of declining as 
it was three years ago, with it tax 
receipts are increasing today instead 
of declining as they were three years 
ago.” He cited the fact that a 
number of the major federal emer- 
gency credit agencies are today under- 
going transition into liquidating 
agencies. 

Speaking of inflation, Mr. Eccles 
said, “It is not possible to have infla- 
tion when men are idle and plants are 
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idle. There can be speculative ex- 
cesses when surplus funds bid up 
stocks or real estate but inflation can 
only be brought about by increasing 
the means of payment in the hands of 
those who will spend faster than goods 
can be produced.” 

This view of inflation was likewise 
stated by the economic policy commis- 
sion in its annual report submitted to 
the convention; it announced that it 
did not look for active inflation in 
1936, though “such a result might 
develop from general fear for the 
future of our money if the nation 
should enter upon the issuance of 
unsecured currency for the payment 
af the bonus or for other governmental 
expenditures, but it seems improbable.” 

In concluding his talk Governor 
Eccles stated that the authority given 
the Federal Reserve System over 
margin requirements, and its clarified 
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responsibilities with respect to reserve 
requirements, discount rates and open 
market operations, “if exercised har- 
moniously with those possessed by the 
Treasury, can contribute much to the 
achievement of a stable, orderly eco- 
nomic progress, free from violent 
extremes, and conducive to a maxi- 
mum productivity and distribution. 

“This involves neither a regimented 
nor a restricted economic order. It 
calls for what I have termed govern- 
ment intervention only to the extent 
that the exercise of governmental 
authority affecting monetary and bud- 
getary factors may be a stabilizing 
and corrective influence in an indi- 
vidualistic, capitalistic system which 
when it, left entirely to itself, gener- 
ates distortions, lack of balance, and 
cyclic extremes.” 

Of the remaining speakers at the con- 
vention, the most favorable to prevail- 





Securities of the United States 
Government. <A _ 40-page booklet 
describing the most essential features 
of issues of United States Government 

nds, Notes, and Treasury Bills, as 
well as obligations of the Home 
Owners Loan Corporation, Federal 
Farm Mortgage Corporation, Federal 
Land Banks and Federal Intermediate 
Credit Banks. Includes computation 
tables of accrued interest, discount, 
decimal equivalents, and graphic charts 
of market price ranges on individual 
issues. 

A Profitable Thought, Mr. 
Banker. This is a booklet issued by 
an insurance company. It deals with 
the financing of automobiles by com- 
mercial banks and the subject of in- 
surance coverage for such transactions. 
It is written in an entertaining style 
and covers 21 pages 


Year-End Bond Review. The 1935 
issue of this yearly publication pre- 
pared by a _ nationally-known invest- 
ment house is now available. The 
review covers the outlook for all classes 
of bonds as well as a survey of the 
factors likely to influence the bond 
market in future months. Four pages. 


The Problem of Adequate Cover- 
age. This 24-page, pocket-size book- 
let discusses fidelity and bankers 
blanket bonds for commercial banks, 
savings banks, and building and loan 





New Booklets 


To Help Bank Officers Keep Posted 





associations. As a matter of informa- 
tion and a possible guide it includes 
tables showing the present blanket 
bond coverage of a cross section of 
these institutions 








@ Booklets Still Available 


Loans Up To $50,000. A 24-page, 
illustrated booklet prepared by the 
Federal Housing Administration cover- 
ing especially the subject of moderniza- 
tion loans for apartments, multiple 
family dwellings, hotels, stores, hos- 
pitals, schools, colleges, orphanages, and 
manufacturing and industrial plants. 


Which Plan of Posting Is Best 
for Our Bank? Senior operating 
officers who are interested in studying 
variations in present methods of post- 
ing depositors’ checking accounts will 
find this book of particular interest. 
A pleasing and impartial presentation 
It covers sixteen pages and is illustrated. 


Air Conditioning. A 24-page 
booklet, illustrated with photographs 
and charts, on the general subject of 
air conditioning. The text includes 
descriptive material on both room-units 
and the central system and discusses 
the planning of installations for the 
home, the private office, and the 
general office. 


ASK FOR COPIES BY NAME AS LISTED 


These booklets are offered free by nationally-known institutions, and are listed by 
The Burroughs Clearing House as a service to keep bank officers posted. Please mention 
the booklets desired by name on your letterhead. Address: The Editor, The Burroughs 
Clearing House, Second Boulevard and Burroughs Avenue, Detroit, Michigan. 





ing fiscal policies and methods, and 
the most optimistic as to the future, 
was unquestionably Major L. L. B. 
Angas, noted for his prediction of an 
American boom. Major Angas, in his 
address to a general session of the 
convention, presented figures out ot 
both American and British experience 
to prove that pump-priming was the 
one sound way out of the depression. 
He declared that similar policies are 
responsible for the more prosperous 
condition which Britain has _ been 
enjoying for many months and that 
the United States is well along the 
road to a similar recovery arising from 
its governmental policies. His belief 
was that once genuine recovery is 
fully under way it will be easy to 
liquidate the accumulated deficits from 
the resultant increase in federal 
revenues. 

On the other side, Lewis H. Brown, 
President of Johns-Manville Corpora- 
tion set forth the conviction that 
unless the burden of taxation is les- 
sened and government spending cur- 
tailed, recovery will not only be 
impeded but may be completely frus- 
trated in spite of natural forces work- 
ing toward it. Harper Sibley, Presi- 
dent of the Chamber of Commerce of 
the United States, took an equally 
strong stand in condemning present 
policies and measures. Both men 
called for immediate relief from public 
expenditures. Particularly did Mr. 
Brown center his talk on the point 
that the greatest competitor of busi- 
ness for the consumer’s dollar is not 
any rival business, but the govern- 
ment itself, and that this competition 
is not one in which business has an 
equal chance, since government first 
takes its share, leaving business to do 
its best to sell the consumer its goods 
for those portions of income which 
remain after taxes. 


"THE general sessions of the conven- 

tion were, of course, concerned with 
the broader aspects of banking, busi- 
ness, and economics. These inevitably 
under current conditions tie in with 
government and regulation and na- 
tional finance. Divisional meetings 
and so-called clinics were, for the most 
part principally occupied with specific 
problems of today’s banking. Invest- 
ment programs, customer relations. 
prospects of an improved interest rate, 
compliance with new and forthcoming 
government regulations, savings inter- 
est, service charges, mortgages under 
Title II of the National Housing Act. 
small loan departments—these and 
other subjects were treated in close-up 
detail, with subsequent discussions 
from the floor bringing out differences 
of viewpoint and amplifications from 
individual bank experience. 

Robert V. Fleming, President ol 
Riggs National Bank of (See page 29 
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by 


CHARLES R. ROSENBERG, Jr. 


Defining the certificate of deposit... A ruling on the stop- 
ping of payment on drafts . .. A case of double taxation on an 


estate ... A legal point in paying against 


Definition of C/D 


A certificate of deposit was worded 
as a written acknowledgment by the 
bank of the deposit of a sum of money 
payable to the depositor or his order. 
In its essential elements, the Supreme 
Judicial Court of Maine decided that 
such a certificate has the legal effect 
of a promissory note. (Cooper vs. 
Fidelity Trust Company, 180 Atlantic 
Reporter, 794.) 


Draft Payment 

A depositor withdrawing $200 re- 
quested the bank to give him therefor 
its check payable to his order. This 
was done, the bank’s check being 
drawn on another bank in the same 
city. The payee then endorsed the 
check to a third party, who deposited 
it in his own bank in a distant state 
for collection in the usual course. 

Before the check was presented for 
payment, the original depositor-payee 
requested his bank to stop payment 
on its check at the other bank, on 
which it was drawn. This the bank 
declined to do, and the check was duly 
paid on presentation. Thereafter the 
depositor sued the bank for $200 
because of its refusal to stop payment 
on its check in accordance with his 
request. Rejecting the depositor’s 
contention, the court said: 
_ “A bank draft purchased by a payee 
for cash is not subject to counter- 
mand by the maker or payee. Such a 
draft differs from an ordinary one in 


that by long commercial usage it has 
come to be regarded as an instrument 
for the payment of money. To hold 
that the maker of a bank draft, which 
it has sold for cash to payee, who has 
endorsed it, may countermand pay- 
ment upon the request of the payee, 
would be, in effect, to place an undue 
burden upon the maker of the draft.” 
(Polotsky vs. Artisans Saving Bank, 
180 Atlantic Reporter, 791.) 


Double Taxes 


An American citizen, who died while 
on a temporary visit in England, left 
as part of his estate personal property, 
some of it in England and some of it in 
the United States. The English execu- 
tor of his will paid the English death 
duties on the personal property in 
England. His American executor paid 
the Federal estate tax computed on 
that part of his estate actually located 
in America at the time of his death. 

The Commissioner of Internal Reve- 
nue, however, computed an additional 
estate tax on the personal property 
of the decedent located in England. 
This additional tax was resisted by 
the American executor. 

The Federal Circuit Court of Appeals 
pointed out, however, that the taxable 
estate of the decedent consisted of all 
his property wherever situated. The 
fact that this resulted in a double tax 
on part of the estate, one by England 
and the other by the United States, 
did not in the opinion of the court 
make the Federal tax in any wise 


uncollected funds 


invalid. The court also held that the 
executors could not deduct as a credit 
from the Federal estate tax the amount 
paid as death duties in England. 
(Guaranty Trust Company vs. Com- 
missioner of Internal Revenue, 79 
Federal Reporter, Second Series, 245.) 


Collecting Agent 


A collection agent in an effort to 
collect for his principal the amounts 
of certain promissory notes, brought 
suit against the makers thereof in his 
own name, this being done by 
authority of the principal, who owned 
and held the notes. 

At trial it developed that the collec- 
tion agent who had brought the suit 
in his own name, had never had actual 
physical possession of the notes. It 
also appeared that by a separate 
writing an assignment of the notes to 
the agent had been executed, but 
neither the assignment nor the notes 
had been physically delivered to him. 

Since the collection agent was not 
in possession of the notes, the court 
ruled, he was neither the holder nor 
the bearer thereof. Hence, he had no 
standing to bring suit on the notes 
in such capacity. Further, no right 
to sue on the notes was conferred upon 
him merely by the execution of a 
separate assignment, which also re- 
mained out of his possession. (Dolan 
vs. Darnall, 181 Atlantic Reporter, 
201.) 

In another recent case, the legal 
effect of an endorsement “‘for (See page 27) 
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The Washington Outlook 


(From page 5) building and real estate interests in sponsoring 
National Home Shows under the auspices of the FHA. The 
first of these, in Baltimore the first week in January, was 
designed to be a model for similar exhibitions in other cities 
throughout the winter and spring. In order to make these 
more effective than most local better homes exhibits the FHA 
has laid down general regulations, sends experts to assist 
local committees, and furnishes interesting and instructive 
displays, including modern booth equipment for the use 
of participating banks. The object is to create interest 
in home building but particularly in good construction 
and in financing through long-term, self-amortizing mort- 
gages written by banks and other private financial institu- 
tions and insured by the FHA. 


Low-Rent Housing 


The extent to which government funds should compete 
with private financing in the construction of homes, 
particularly low-rent housing projects, will be debated at 
length during this session of Congress. Several bills will 
be offered to co-ordinate, consolidate, and extend the 
various federal agencies dealing with housing and home 
financing in one way or another. An inter-departmental 
committee, operating through the Treasury Department 
and the National Emergency Council, has been studying 
this problem, and the administration may have some 
recommendations to make on the subject. Eventually 
the Federal Housing Administration and the Home Loan 
Bank Board may be brought under the same management, 
but there is no intimation that this will be proposed this 
spring. 

A conflict is looming between the activities of the FHA 
in promoting construction of low-rent group housing proj- 
ects with private funds through long-term mortgages 
insured by the government, and government subsidies to 
slum-clearance, suburban apartments, and other large 
housing projects through the Public Works Administration 
and Resettlement Administration. Several bills have 
already been drafted for direct appropriations or bond 
issues for government construction of housing. Meanwhile 
FHA has fostered more than a dozen large housing projects 
through a new type of limited-dividend corporation em- 
powered to issue mortgage bonds 100 per cent insured by 
FHA, a plan which promises more success in providing 
low-rent apartments and group homes in cities where 
housing shortages really exist. 


Treasury Financing 


No more important Treasury financing is anticipated 
until March, when the first installment of income taxes 
will be paid and officials will know more exactly the revenues 
to be counted on for the balance of the year. The tax 
collections of March 16 will be used to retire short-term 
obligations maturing then and whatever cash is needed 
during the early spring will be obtained by weekly bill 
issues in excess of current maturities. Conversion of the 
last of the Liberty loans in October brought to a close the 


$8,200,000,000 bond refunding program which the Treasury 
has carried out during the past two years, and ended the 
possibilities of bond refunding until 1940. The December 
financing was notable chiefly because it brought the 
national debt above the $30,000,000,000 point, and con- 
sisted of cash sales of approximately $450,000,000 each of 
2%4 per cent bonds of the 1945-47 series first offered last 
September and five-year 1 4 per cent notes of Series C-1940, 
plus an offer to exchange either these bonds or notes for 
about $418,000,000 of 21% per cent notes of Series D-1935 
maturing December 15. 


The B&L Decision 


Government officials were not worried over the decision 
of the Supreme Court in the suit brought by Wisconsin 
banking authorities to prevent building and loan associ- 
ations in that state from taking out charters as Federal 
Savings and Loan Associations. They felt that at the most 
it would only prevent state-chartered institutions in 
Wisconsin from converting to Federals and probably would 
not prevent granting Federal charters to new institutions 
there. Neither would it affect the operations of the system 
in states where it is already functioning. There are now 
1,000 Federally chartered savings and loan associations in 
the country, both new and converted, with total resources 
of about $500,000,000, and in most sections the develop- 
ment of this type of lending institution has been welcomed. 


The Home Loan System 


Increasing business and prestige for the Federal Home 
Loan Bank System was forecast by the presidents of the 
twelve regional banks at their winter meeting in Washing- 
ton. With nearly 3,500 members, the system has probably 
passed its period of rapid expansion and is now concerned 
with strengthening its institutions in preparation for meet- 
ing the rising demand for long-term loans for home con- 
struction which the bank presidents described as marking 
a growing housing shortage in nearly all sections of the 
country. This demand for funds is resulting in heavier 
borrowings by member institutions from the twelve home 
loan banks, and such advances are now about $100,000,000, 
the largest since the system was established in 1932. Until 
recently these advances have not been large because of the 
lack of activity in home building. This figure is expected 
to mount because advances by the banks may be for ten- 
year periods and are at a lower rate of interest than the 
member institutions usually pay for local funds. 

Looking ahead to increased activity in the home 
financing field, the Home Loan Bank Board may shortly 
take steps to improve its examination of members, institute 
uniform accounting methods, increase the standards of 
admission to the system, and promote co-operation with 
state banking supervisors. The board is also interested in 
stimulating the business of the bank members in long-term, 
self-amortizing mortgages, through simplified procedure or 
other means, and in studying the future capital require- 
ments of both regional banks and member institutions. 
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Modernizing 
Control Figures 


(From page 17) ‘The first question, if 
this hypothetical incident should arise, 
would be to inquire as to whether the 
expenses of that branch justified some 
new outlay. If we found that less 
money had been spent for janitor serv- 
ice than was allowed for, the officers 
could decide instantly “go ahead and 
spend this much or that much.” 

On the same basis we can determine 
whether we are giving enough for 
charity, or whether any other expense 
is within reason or is out of line. 

One item set up on the budget last 
December was about $2,500 “off” 
until about September of this year. 
That item was stationery. In chang- 
ing over our various branches to use 
our present name, we needed lots of 
new forms. Some forms of which we 
ordered only 5,000 we find now can be 
ordered in lots of 10,000. Naturally, 
we ran out and had to reorder and our 
pay outs exceeded our budget. But 
now we are catching up, and it looks 
as if by the end of this year we will be 
living within our income on that item. 


[{ would be elemental to print here 

the wording we use on all these unit 
analysis strips, because these classifi- 
cations of income and expense cor- 
respond closely to standard usage by 
all bank accountants. But a brief 
summary may be in order. 

A condensed statement of condition 
or balance sheet for each unit office or 
department, commercial and savings, 
gives salient information, as perhaps 
you can see from the specimen slips 
accompanying this article. 

Loans by classification — demand 
loans, time loans with collateral, pur- 
chase paper, loans on real estate, etc. — 
are shown for all our offices on a 
single page. 

Deposits likewise are classified on a 
single sheet. This and the preceding 
form serve to explain and amplify the 
condensed statement of condition. 





Then we have a slip entirely blank, 
and on this we list all accounts with 
balances of $25,000 and over. We 
can follow the rise and fall in deposits, 
the growth and loss of business, and 
have these figures at our fingers’ ends 
month by month through the year. 

Then we show “earnings consoli- 
dated” which means all departments 
and all branches. This information is 
primarily for the directors. 

The next two slips show 
savings department,” and “income, 
commercial department.” For these 
two departments we not only compile 
our monthly figures but also a yearly 
strip at the end of the year. 

On three double-width strips we 
bring together “quarterly operating 


“income, 
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ratios” and “‘yearly operating ratios,” 
this information being required by the 
Federal Reserve. It is quite some 
trouble to compile, but makes an 
interesting study. 

A similar wide strip gives a con- 
solidated income and profit and loss 
statement, monthly, quarterly and 
yearly. It is marked “income-profit- 
loss.” 

Then we have a whole series of slips 
covering our monthly and quarterly 
budget and tracing our expenses, 
month by month. These classifications 
cover all routine procedures: advertis- 
ing and publicity, upkeep of our 


buildings, examinations, furniture and 
fixtures, insurance, postage, rent, sal- 
aries, stationery, printing, taxes, tele- 
phone and other expenses. For con- 
venience, these expenses are brought 
together on a consolidated slip, but if 
any item is out of line, the sore spot 
can be traced down by following 
through to the department or branch 
that has caused the discrepancy. Per- 
haps a search will show that not 
enough was appropriated for certain 
necessary expenses. Perhaps experi- 
ence will show that some operations can 
be done less expensively : we don’t know. 

At any rate, we are on the accrual 
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our organization engaged in 
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ised, with every duty of su- 
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| basis and have an expense budget, 


and try to live within it. 


F course, the initial investment in 
these forms and binders is consider- 
able, but as only a few sheets are used 
each month, our supply will last several 


years. -There is nothing strange or 
tricky in the operation, and our per- 
sonnel has not needed any new train- 
ing to handle this work. In fact, they 
like the new system, because it elimi- 
nates a good deal of backtracking and 
retyping. 


A Loaning Policy That Nets 15% 


(From page 8) percentage of all savings 
business is controlled by women, and 
we act accordingly. Incidentally, you 
can see where under our present pro- 
portion of deposits loaned, and our 
present yield on loans, we find savings 
deposits desirable and profitable in- 


_stead of a drag as they are in so 


many institutions. 
We are reaching out after revenue- 
producing business of all kinds which 


_ legitimately belongs in a bank. For 


instanee, we recognize that so long as 
we remain a small institution, we are 
not likely to obtain any tremendous 
volume in sizable trust business. Very 


_ well, we are just now starting a new 


idea in trust business, which we feel 
should spread widely, since it is un- 


| questionably profitable to the bank 
_and since it opens to small people 


| most conservative type. 


facilities which previously have been 
available only to people of large means. 

This is what we call The Mutual 
Trust Fund. Without going into the 
details here —space limits forbid —this 
is a composite trust to which anyone 
will be admitted with $500 or more. 
The investment limitations are of the 
Fees consist 
of payment of 1 per cent of principal 


| to us on placing the money in the 
| composite trust, and 1% per cent of 
| principal deducted from the annual 





yield on this trust. The remainder of 


the yield is distributed among partici- 
pants semi-annually. So far, shortly 
after its organization, we have in this 
trust twenty people with a total of 
$30,000. We are actively soliciting 
individuals who we know have funds 
for investment. This fund will easily 
go above $500,000 in a _ reasonable 
length of time. It is netting 41% per 
cent now to the participants. In 
essence it is a living trust for the 
masses. And if it continues to go as 
well as it is going now, we expect that 
eventually this activity will yield our 
trust department a substantial profit. 
As an instance of the way it sells, one 
of our customers mailed a circular to a 
former St. Louisan —a man who knows 
us —now resident in New York. He 
wrote us, and the upshot was that he 
placed $2,500 in the trust. 

From all of which you may be able 
to deduce why, despite the croakings 
of our friends when we were first 
opening the doors back in April of 
1933, and despite the obvious draw- 
backs to profit-making in 1935, we 
are not particularly downhearted about 
the future of banking. If we have 
been able to get along this well in 
1935 by going aggressively after safe, 
desirable loans and other profitable 
business, we wonder how much better 
it will be when general business and 
industry really regain their feet. 


The Small Loans Set-Up 


(From page 14) The assignment of savings 
account as security is made on Form 23, 
this assignment is not executed, of 
course, until the savings account is 
opened, which is when the first deposit is 
due, usually two weeks or a month after 
execution of the note. The opposite 
side of this card is the liability ledger 
card and alphabetical index. The 
ledger side of the card is filled out 
when the loan is made, but the card is 
filed separately from the cards for 
fully completed loans, until the sav- 
ings account has been opened and 
assigned. In the interval between 
making the loan and opening of the 
savings account, this card serves as a 
reminder of the incomplete status. 


| When a loan has been paid, this card 


goes to the credit department for filing 
alphabetically. 
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Another form, not reproduced here 
is a notice and acceptance of assign- 
ment by the depository bank, when 
this is not the lending bank. In actual 
practice, of course, the borrower for 
convenience usually uses the lending 
bank as depository. But the _ bor- 
rower’s freedom to choose another 
bank is an important part of freeing 
the transaction from all taint of usury. 

Another form, not reproduced, is the 
personal loan index card. This carries 
merely the name and address of the 
co-maker, the application number, 
amount, loan number, and date. Such 
an index card is filled out for each 
co-maker.and filed alphabetically. By 
using the application number, cross- 
reference is always possible to the 
application where all details of the loan 
may be obtained. When a loan is 
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rejected an identical index card form, 
except that it carries ““Reject’”’ in red 
letters across its face, is made out for 
maker and co-makers and filed alpha- 
betically under the name of each. 
Thus, through combination of the 
numerically filed applications, the as- 
signment-ledger card, and the index 
card, the bank has at all times a full 
record of all applications considered, 
of all loans made, whether paid or 
not, and of the liability of every party 
whether as maker or co-maker. 


"THE next form of major importance 

is the savings ledger card with auto- 
matic tabbed maturity tickler, as 
reproduced on page 14. This card is 
provided with fifteen tabs across the 
top of each card, using the even 
numbers from two to thirty. For odd- 
numberd dates, a similar form is used 
except that the tabs are printed a 
light green, so that a green tab showing 
two actually means one, a green tab 
showing sixteen actually means fifteen, 
and so on. 

The importance of this apparent 
complication will quickly appear. The 
tabs are used for maturity ticklers. 
The dates on which deposits for the 
account are due are left on the card, 
all other tabs are cut off. Once the 
card has been correctly prepared, no 
possible misfiling can defeat the accu- 
racy of the tickler. For maturities of, 
say, the sixteenth of the month, all 
such maturities appear in a straight 
line in the ledger. Those which are 
green are automatically noticed on 
the fifteenth, those without added 
color come up on the sixteenth. The 
card itself fits into our regular machine- 
posted savings ledger system. The 
tabs make this ledger card likewise 
serve as an infallible tickler. In order 
that the account numbers of these 
assigned accounts may fall together 
in the tray, we set aside a block of 
numbers for such accounts. Mind you, 
these cards are purely savings ledger 
cards, they bear no relation to the loan 
or its repayment except that they have 
been assigned for this purpose. There 
are no loan repayments due from 
time to time; the loan falls due at the 
end of its term, at which time the 
borrower may repay it from other 
funds than the savings account if he 
prefers. For this reason, also, the 
bank’s regular savings pass book is 
used. A good many such savings ac- 
counts are kept alive by the borrower 
after his loan has been cleared up. 
Likewise, we take the depositors’ 
signature on a regular savings signature 
card at the time the account is opened 
and assigned. 

So much for the actual system of 
Setting up and recording the loan. 
Our set of forms covers practically 
every contingency arising after the 
loan has been made. For example, 





we use a printed form to send out to 
the co-maker notifying him that the 

loan has been made and with a for 
stamped return post card on which 


he co-maker places his sign as 
the conmeaher pisos ies sguetore os || LG! 2 Qe eee ere 


banks’ experience been known to bring 
in co-makers’ guaranties without the LOANS 
supposed co-maker’s signature, and 
this is an extra check to catch any- Be Safe — Be Sure 
thing like this before it has gone too 
far.) 

Other forms are available to notify Usz a guide that has been, 


the applicant that he needs further 
co-makers, to request that he come in 
and see us again, to decline the loan. 


literally speaking, a bible to 
many of the largest auto- 


There are three sets of forms covering mobile dealers and finance 
delinquencies, from the first gentle companies since 1923. 
reminder all the way through serving ' : 
formal notice on co-makers that they To help you in making the 
must come in and pay up. There are best decisions possible in your 
also forms for use with borrowers who loan department, allow us to 


gave collateral instead of having 


; send you a copy of our guide, 
co-makers. These notices are care- 


fully prepared to maintain throughout showing prices and complete 
the attitude of the lender in insisting car and truck identification 
that collateral, namely the savings with serial and motor numbers. 
account, be brought up to the agreed 

value. The lender has no right to ON APPROVAL 
demand these deposits as payments —Write Now 


on the loan, and if he did so might 


taint the entire transaction with AMERICAN AUTO APPRAISAL 


usury. 
Since we offered the personal income ete West Goa nee 
loan plan several weeks ago, we have DETROIT, MICHIGAN 
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received each week applications aggre- 
gating $4,000 to $8,000, of which we 
have approved approximately 50 per 
cent. Each week, the approvable per- 
centage increases, an experience that 
accords with that of other banks. 
The lower initial percentage is always 
due, we believe, to an influx of applica- 
tions for loans rejected elsewhere. 
When such applicants learned what 
we expect and require, they cease to 
offer loans not conforming to the 
normal standard. We mention this 
experience as of particular interest to 
banks installing new personal income 
loan departments. In fact, we have 
revised our application form so as to 
bring out specifically whether the loan 
has been rejected elsewhere. On these 
loans, mind you, we deduct 8 per cent 
interest for the full year, and most of 
them bring us also savings accounts. 
Our comparison with FHA moderniza- 
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tion loans, which bankers have found 
universally satisfactory if given a fair 
tryout, is that $1,000 in FHA moderni- 
zation loans brings in $97.16 annually 
at 5 per cent, the maximum discount; 
$1,000 in FHA Title II loans brings 
in $55 a year, including service charges; 
each $1,000 of our personal income 
loans at 8 per cent brings in $160.53 per 
annum. These figures are based, of 
course, upon the theory, though not 
the actuality, of a revolving fund, the 
income being computed upon the net 
average amount invested in loans 
which in practical effect are being 
amortized. The difference between 
FHA and personal income loans is 
certainly sufficient to compensate for 
the slightly greater risk in our own 
loans, since they do not carry the 
FHA guaranty or feature of quick 
liquidity. 

The cost of handling the loans is by 
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no means excessive. Without the set 
of printed forms it would be much 
higher than it is now. Our experience 
shows that having all of these forms, 
to cover all probable turns and develop- 
ments and likewise to provide for 
machine posting, enables the super- 
visory officer to delegate most of the 
work, and saves a tremendous amount 
of special letter writing. 

As for liquidity, our belief from 
experience and observation is that a 
respectable volume of these personal 
income loans has just as rapid a rate 
of actual liquidation as can be obtained 
from a comparable volume of ordinary 
commercial loans. After all, liquida- 
tion of these personal loans starts for 
all practical purposes with the first 
savings deposit subsequent to the 
loaning. Experience shows that in 
times of economic stress personal loans 
pay out at least as well as business 
loans, and a good many personal loan- 
ing concerns report far better experi- 
ence than most well-operated banks 
in the commercial field. 

Occasionally a banker investigating 
this field is deterred by the suggestion 
that banks through lack of experience 
must suffer in loss through lack of 
experience in this type of loaning. 
Admittedly care is required to avoid 
loss. But the truth is that we obtain 
about borrowers and co-makers more 
detailed information than that usually 
obtained with respect to commercial 
borrowers. When a personal loan 
application has been filled in, checked, 
and analyzed, we have more of exact 
information than we usually would 
have after a three-hour talk across the 
desk with a borrower. 


NOR is too much detailed work by 

officials needed in passing safely 
upon such credits. The checking can be, 
and in our bank is, systematized to the 
point where the details can be per- 
formed almost entirely by designated 
clerks. In the beginning, no separate 
department in the sense of elaborate 
personnel and equipment is necessary. 
Our intention is to let personnel and 
equipment grow with the volume of 
personal loans and with the profits 
from these loans. 

Since the inauguration of the FHA 
modernization loan program in the 
summer of 1934, the public has been 
increasingly aware that banks can, 
will, and actively desire small loans 
of high quality. It seems only neces- 
sary, if we wish to increase our 
volume of these loans, that we bankers 
let the public know that we are set up 
and eager for this business. And, 
before any banker puts aside disdain- 
fully the. subject of opening a small 
loan department, let me respectfully 
recommend that he remind himself of 
one basic principle of banking: 

Banking safety is directly related 
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to, and rests squarely upon, those 
adequate profits which are obtained 
from sound and service-giving oper- 
ations at an adequate rate of return to 
the institution. 


Recent Court 
Decisions 


(From page 21) collection and remittance 
on our accounts” is set forth by the 
court as follows: 

“Such endorsements merely consti- 
tute the endorsee an agent of the 
endorser to collect the debt. They 
pass title to the paper only so far as 
to enable the endorsee to demand, 
receive and sue for the debt in his own 
name. Such endorsements are revoked 
when the endorsee returns the paper 
uncollected or the endorser reclaims 
it for collection. The legal title re- 
mains all the time in the payee.” 
(Vermont Evaporator Company vs. 
Taft, 181 Atlantic Reporter, 100.) 


Note Contract 


Suit was brought on a promissory 
note which contained the following 
clause: ‘““This note covers deferred 
installments under a conditional sale 
contract made this day between payee 
and maker hereof.” At trial the maker 
of the note wanted to introduce the 
conditional sale contract and prove 
breaches thereof as a defense to the 
note. This he was not permitted to do. 

“The mere reference to the condi- 
tional sale agreement,”’ said the court, 
“is not sufficient to make it part and 
parcel of the obligation represented by 
the note for all purposes. The note 
is a simple contract obligation inde- 
pendent of the conditional sale agree- 
ment.” (Superior Finance Corpora- 
tion vs. McCrane, 180 Atlantic Re- 
porter, 842.) 


Debenture Terms 


Certain debenture bonds contained 
a recital that they were “all issued 
and to be issued under an indenture 
made between the issuing company” 
and another named corporation, ‘“‘to 
which indenture reference is hereby 
made for a statement of the terms 
upon which said debentures have been 
issued.” 

In a judicial interpretation of this 
clause in the debenture bonds the 
court said: 

“The recital in the debentures 
which we have quoted charged the 
holders with whatever that document 
contained.” 

This is an application of the familiar 
legal doctrine of incorporation by 
reference. If a document contains an 
adequate reference to the terms of 


another and separate document, suf- 
ficiently identified, the holder of the 
first document is charged with notice 
of the terms and provisions of the 
other document therein referred to. 
This is a common practice in bonds 
and similar indentures. (Rockwell vs. 
New York United Hotels, 79 Federal 
Reporter, Second Series, 81.) 


Public Funds 


A bank, which carried the account 
of a county treasurer, paid a number 
of warrants issued by him for amounts 
in excess of his deposit balance. To 
make good this overdraft, he made a 
personal loan from the bank on certain 
collateral. The proceeds of the loan 
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were credited to his account as county 
treasurer. 

Later, when a considerable fund 
had accumulated in his account as 
county treasurer, he drew a check 
against that account, and with that 
check paid off his loan. The bank 
then returned to him the collateral 
which it had been holding on the loan. 

Upon the death of the county 
treasurer, the public authorities dis- 
covered a shortage in his accounts. 
This shortage was paid by his surety, 
who thereupon sued the bank for the 
amount of the check on the county 
treasurer’s account which the bank 
had taken in payment of his versonal 
loan. 

The bank was held liable in a 
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decision in which the court said: 
“The transaction could not have 
been carried out in the manner it was 


_ consummated except for the aid of 


the bank rendered in good faith, but 
nevertheless with full knowledge of 
the character of the funds as county 


| money and of the facts and circum- 








stances which unmistakably gave no- 
tice to the bank that he was taking 
funds of the state and county and 
through the assistance of the bank 
applying them to the payment of his 
own personal note due the bank.” 
(Fidelity and: Deposit Company vs. 
Bank of Smithfield, 11 Federal Supple- 
ment, 904.) 


Uncollected Checks 


A bank issued pass books and state- 
ments containing a notice to depositors 
that it acted only as agent for collec- 
tion of deposited checks. It appeared, 
however, that the bank allowed a 
certain depositor to draw immediately 
against checks on other banks in the 
city before those checks were actually 
collected. This practice, the court 
ruled, indicated an immediate creation 
of a debtor-creditor relationship be- 
tween bank and depositor notwith- 
standing the pass book provision. (In 
re Kountz Bros., 79 Federal Reporter, 
Second Series, 98.) 


Assigned Receivables 


A corporation having filed a petition 
for reorganization under Section 77-B 
of the Bankruptcy Act, was permitted 
to remain temporarily in possession of 
its business. During this period the 
corporation assigned accounts receiv- 
able to a stranger to secure cash 


advances made to it by the assignee. 
Later a trustee took over the business 
and petitioned the court to require 
the assignee to turn over all collections 
of the accounts receivable as well as 
the uncollected accounts. 

The trustee’s petition was granted, 
the court holding that a debtor in 
possession under Section 77-B of the 
Bankruptcy Act holds the property 
constituting the trust estate solely as 
an agent of the court. Consequently, 
the debtor corporation is without 
power either to borrow money or to 
pledge the assets in its hands unless 
explicitly authorized to do so by decree 
of the court. (In re Avorn Dress Com- 
pany, 11 Federal Supplement, 574.) 


Bondholders’ Committee 


In a corporate reorganization under 
Section 77-B of the Bankruptcy Act 
a committee of bondholders petitioned 
the court for an allowance for fees and 
expenses. The court granted an allow- 
ance for an amount considerably less 
than that asked for and in doing so 
made the following comment: 

“It would be a wholesome rule for 
courts to adopt to make no allowances 
to bondholders’ committees under 
Section 77-B of the Bankruptcy Act 
unless the committee in its formation 
and requests for the deposit of securi- 
ties advised the depositors that it 
expected to be remunerated for its 
services.” 

The court added that this particular 
court (United States District Court for 
the Western District of Kentucky) 
would follow such a rule in future 
cases. (In re Kentucky Electric 
Power Corporation, 11 Federal Supple- 
ment, 528.) 


How Big Is Your Trust Market 


(From page 11) He understood that he 
faced a five- or ten-year job, and he and 
his associates laid their plans accord- 
ingly. The ground on which they built 
was a well-organized department capa- 
ble of efficiently handling trust accounts. 
Then education of their logical pros- 
pects through direct mail advertising. 
This advertising, addressed to a list 


| varying from 3,500 to 7,000 names, 


_ bank’s officers. 


has been steadily maintained through 
the full ten years. Back of it was the 
thorough co-operation of all of the 
A simple formula, but 


| one which is unfailing. They followed 
| the scientist rather than the showman. 


| 


Here are the results: 
DATE 

April 1, 1924 

April 1, 1927 

April 1, 1930 

April 1, 1933 

April 1, 1935 


Volume of Trust Business 
$ 18,250,016.00 
41,473,498.00 
93,627,747 .00 
119,514,350.00 
138,990,442.00 
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The other set of figures is that of 
trust business in the State of Illinois. 
When one considers that Illinois per- 
sonal property taxes have driven much 
potential business from the state, this 
record is really remarkable. Since 
98 per cent of the business there is 
that of Chicago banks, it may be 
taken as a testimonial of the excellence 
of the service rendered by the trust 
departments, and the persistence of 
those departments in the education of 
prospects. It is not amiss to point 
out, even in the face of this record, 
that persistent education must be 
maintained if a similar showing is to 
be expected ten years hence. Con- 
fucius, I believe, is responsible for the 
terse statement, ‘“‘He who rests on his 
oars goes backward.” 

Following are the Illinois trust 
figures: 

The total amount of trusts held by 
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banks and trust companies of the 
State of Illinois on December 31, 1934, 
as reported by Edward J. Barrett, 
auditor of public accounts, was $5,503,- 
448,096. This figure compares with 
$2,957,906,000 of deposits and $3,375,- 
506,000 of total banking resources, as 
reported in Rand McNally’s Bankers 
Directory. Of the total trusts as 
reported, $5,368,685,000 were held by 
Chicago banks and $134,763,000 by 
banks in the rest of the state. 
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These last two sets of figures seem 
to suggest that any well-organized, 
progressively-manned trust department 
may reasonably expect to build its 
business to a much larger volume than 
that represented by the banking re- 
sources. Since other records indicate 
that over 30 per cent of gross earnings 
in well-organized departments are net, 
they may also expect the trust depart- 
ment to be one of the most profitable 
in the institution. 


Convention Review 


From page 20) Washington, D. C., was 
elected president for the coming year, 
and Tom K. Smith, President of 
Boatmen’s National Bank of St. Louis, 
advanced to the first vice-presidency. 

In his inaugural address Mr. Fleming 
outlined his policies for his term of 
office. He declared himself for a pro- 
gram of regional conferences ‘‘to take 
to our membership the broad services 
made available through our highly 
organized committees and well-trained 
staff. These will be strictly business 
sessions,” he said, “designed to 
acquaint bankers with the _ broad 
principles under which we can now 
operate.’ With even greater emphasis 
he declared himself in favor of a pro- 
gram of public education to acquaint 
the public with what banking is and 
how it operates. 

“IT believe we should frankly explain 
these functions to the public,”’ he said, 
“acquaint them with the laws under 
which we operate and emphasize the 
vital part which banks play in the 
economic life of the nation. Therefore, 
in order that there may be the fullest 
co-operation and understanding be- 
tween the banks and the people of 
the country, it will also be one of our 
objectives to take the mystery out of 
banking wherever it exists in the 
public mind.” 

His statement in respect to new and 
changing policies affecting banking 
was as follows: ‘‘On proposals affect- 
ing banking and the public interest, I 
believe it is our duty to take a con- 
structive position, supporting all meas- 
ures which we believe are economically 
sound and which will assist in recovery 
and in the stability of the country. 
On the other hand, I believe it is also 
constructive to oppose all measures 
which we believe are unsound and not 
based upon the fundamental traditions 
of America.” 

For the first time in many years the 
nominating committee’s slate was 
altered by action of the convention. 
E. G. Bennett of Ogden, Utah, was the 
committee’s nominee for second vice- 
president. The name of Orval W. 
Adams of Salt Lake City was placed 


in nomination from the floor for the 
office. Mr. Bennett withdrew his name 
and Mr. Adams was elected. Arthur 
B. Taylor, president of the Lorain 
County Savings and Trust Company, 
Elyria, Ohio, was named treasurer of 
the association for the term of two 
years. 

As the convention came to a close 
retiring president Rudolf S. Hecht 
was warmly praised by Ex-president 
Francis Marion Law and President 
Fleming for his untiring efforts during 
the past year, particularly in connec- 
tion with the Banking Act of 1935. 

The usual meetings of related organ- 
izations in the banking field were held 
at New Orleans during the week of 
the American Bankers Association 
Convention. The Comptrollers and 
Auditors Conference, meeting at the 
New Orleans Hotel, had a program of 
more than ordinary value. Its choice 
of officers for the coming year consisted 
of: President, Evan M. Johnson, 
comptroller, Anglo-California Na- 
tional Bank, San Francisco, California; 
First Vice-president, Charles H. Gor- 
don, auditor, First National Bank, 
Seattle, Washington; Second Vice- 
president, Arthur J. Linn, comptroller, 
Hamilton National Bank, Washington, 
D. C.; Second Vice-president, E. G. 
Armstrong, comptroller, Commerce 
Trust Company, Kansas City, Mis- 
souri; Managing Editor, ‘““The National 
Auditgram,” A. L. McLean, auditor, 
Society for Savings in the City of 
Cleveland, Cleveland, Ohio; Associate 
Editor, Darrell R. Cochard, Cleveland 
Trust Company, Cleveland, Ohio. 


HE Association of Bank Women 

met at the Jung Hotel, with a large 
attendance and a successful program. 
To guide it for 1936 it re-elected 
President, Miss Susan B. Sturgis, 
assistant branch manager of the First 
National Bank, Boston; Vice-president, 
Miss Anne Sadler, Bank of the Man- 
hattan Company, New York City; 
Treasurer, Miss Sarah J. McLeod, 
Society for Savings, Cleveland; Re- 
cording Secretary, Miss Catherine E. 
Minor, Boston. 
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Ask him about 


POSTING AN ANALYSIS RECORD 





He will explain how the latest Burroughs Bookkeeping Machine 
provides a neat, complete analysis record as a by-product of the 
statement posting. This record furnishes all information neces- 
sary to compute any type of service charge. 


Ask him about 


FIGURING SERVICE CHARGES 





See how Burroughs Electric Calculator quickly and accurately 
figures service charges from either a pen-and-ink or a machine- 
posted analysis record, under any plan of computing the charge. 


Ask him about 


FIGURING FLOAT ON DEPOSITS 








For combining figuring float, counting items deposited and 
proving deposits, investigate Burroughs Desk Duplex Adding 


Machine. For figuring float as a separate operation see Burroughs 
Electric Calculator. 


Ask him about 


RECORDING UNCOLLECTED FUNDS 





Learn how the latest Burroughs Bookkeeping Machine prints a 
record of uncollected funds directly on the customer’s ledger dur- 
ing the posting operation. This record is neat and legible and 
shows both due date and amount of uncollected funds credited. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Please furnish detailed information about economical ways of handling the 
kind of work checked: 


For detailed information on 


| 

! 

! 

1 

any or all of the above sub- [] Analysis Record [] Float " 
Jects call the local Burroughs ] Service Charges (] Uncollected Funds 

office or mail the coupon. ! 

i 

Name i 
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NEW ASSOCIATION OFFICERS 


Canada’s senior banking execulives 
elected S. H. Logan, general manager 
and director of the Canadian Bank of 
Commerce, as president of the Canadian 
Bankers’ Association at the annual 
meeting of that body in Montreal. 
Other officers elected included: Honor- 
ary presidents, Sir John Aird, presi- 
dent of the Canadian Bank of Com- 
merce, Sir Frederick Williams-Taylor, 
director and member of London com- 
mittee, Bank of Montreal, C. A. Bogert, 
chairman of the board of Dominion 
Bank, John R. Lamb, vice-president 
of Bank of Toronto, and J. A. McLeod, 
president of The Bank of Nova Scotia; 
vice-presidents, H. B. Henwood, gen- 
eral manager Bank of Toronto, Dudley 
Dawson, general manager of Dominion 
Bank, S. G. Dobson, general manager, 
Royal Bank of Canada, and H. F. 
-atterson, general manager, The Bank 
of Nova Scotia. 


THE NEW PRESIDENT 


Sidney H. Logan, the new president 
of the Canadian Bankers’ Association, 
is a product of the Maritime Provinces 
which have a habit of turning out 
successful bankers. He started his 
banking career at sixteen, did his share 
of pioneering for his bank, the Ca- 
nadian Bank of Commerce, in the 
Cobalt mining boom and was well 
grounded by a varied experience in 
branches in all sections of the Do- 
minion. He passed through the vari- 
ous executive stages and was appointed 
general manager of his bank in 1926. 
He brings to the presidency of the 
association a wide knowledge of inter- 
national banking gained by experience 
in foreign branches and through special 
trade missions to foreign countries. 


THE RETIRING PRESIDENT 
The 
retiring 


address of Jackson Dodds, 
president of the Canadian 
Bankers’ Association, at the annual 
meeting attracted much _ favorable 
press comment. Mr. Dodds, who is 
general manager of the Bank of 
Montreal, departed from the usual 
custom of discussing business condi- 
tions and dealt with purely banking 
matters. His frank presentation of 
the position of the banks in Canadian 
economic activity was thorough and 
his replies to the critics of bank policy 
were most effective. As the Globe 
of Toronto said in its editorial columns 
“Even the dissemination of facts is 


by G. A. G. 








not likely to terminate criticism, but 
it will establish a more intimate rela- 
tionship between the banks and people 
anxious to understand.” The Toronto 
paper added that the example set by 
Mr. Dodds ought to result in a con- 
tinued effort to give the public an idea 
of what banking service means. 


BRANCH ADVERTISING 


One of the problems put up to the 
advertising departments of branch 
banks is the development of appropri- 
ate copy for individual offices. This 
is a great deal more difficult than it 
appears on the surface, particularly in 
Canada, where branches are organized 
as a complete banking unit to handle 
all classes of business offered and do 
not go in for specialization. 

There are of course offices which for 
various reasons have attracted clients 
of one industry or mercantile group 
but it is obvious that they cannot be 
singled out for special mention on 
that account because of a_ possible 
unfavorable reaction on other branches 
of the bank with valuable connections 
in other lines. Some of the banks in 
the Dominion have circumvented this 
problem rather skillfully by grouping 
a number of branches associated with 
various industries in their advertising 
or by stressing the strategic location 
of the branch publicized. 

Working along this line the Imperial 
Bank in some very attractive copy 
lists twenty-one branches in the 
Niagara district which is famous for 
fruit-growing. The same bank stresses 
its association with the mining industry 


and lists twenty-three branches in 
northern mining towns. In _ recent 
Bank of Toronto advertising the 


convenient location of an important 
downtown branch is pointed out to 
business men. 


SHADES OF HAN 


Shades of the ancient Han dynasty 
of China, which caused money to be 
made of stamped earth and strong 
glue, were recalled in an Alberta 
town recently when two blocks of a 
solid substance resembling cement 
were pushed over a bank counter for 
redemption. 

Examination showed that two ten- 
dollar bills lay embedded in the mass 
while a sheepish parent explained that 








a pair of youngsters with a brush and 
a pot of paste had started to decorate 
a room with his bank roll. It developed 
that they had shown unusual promise 
for the decorating trade because the 
currency could be recovered only with 
the aid of a hammer and chisel. 


STOPPING THE CRITICS 


Canadian bankers have been slow 
in replying to criticism but now that 
they have undertaken a campaign ol 
education and enlightenment on bank- 
ing matters, even their most severe 
critics admit that they are doughty 
fighters. The effectiveness of their 
tactis is already in evidence. Fallacies 
previously accepted as facts are now 


at least in the controversial stage 
which is probably preliminary to 


complete obliteration. 


BRANCH STATISTICS 


The Province of Ontario added 
another branch to its chain of savings 
offices when an additional agency was 
established in Toronto early in Novem- 
ber. With the opening of this new 
branch the Ontario system had twenty- 
three offices, seven of which were 
located in Toronto. Branch statistics 
show that the chartered banks dis- 
continued six offices in the period 
from October 1 to November 1), 
bringing the number of branches ol 
chartered banks in Canada to 3,481. 


CLEARING HOUSE ITEMS 


The Manitoba Associated Boards 
of Trade approved a resolution asking 
for the abolition of debt adjustment 
legislation . Operations under the 
Dominion Housing Loan Act have 
been going forward without interrup- 
tion under the new government ‘ 
The Housing statute provides that the 
applicant deal only with a lending 
company, which in turn deals with « 
representative of the Dominion Govern- 
ment finance department The 
United Farmers of Manitoba in con- 
vention called for public ownership o! 
the Bank of Canada and were skeptical! 
of the efficacy of Social Credit . . . For 
the first eight months of 1935 sales ol 
securities outside of Canada totaled 
$178,385,365. Purchases of securities 
from other countries in the same 
period were $146,412,148 . . . Sales o! 
securities to the United States for the 
eight-month period were $160,170,175. 
Purchases from the United States in 
the same period were $116,515,692. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
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TO 


EMPLOYERS 








who find it necessary to keep 


more detailed information on 


PAYROLL and EARNINGS RECORDS 


of individual employees 


For Those Having Many Employees 


Burroughs offers a variety of machines 
which compute the earnings, prepare 
individual earnings record, payroll sheet, 
pay check or pay envelope, all in one 
operation—at the same time automati- 
cally accumulating such statistics as 
hours, earnings, various deductions and 
net pay for any period. 


td 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


~ TYPEWRITERS © POSTURE che 


While considering ways and means to meet new requirements for additional details 
about earnings and deductions of individual employees, why not profit by Burroughs’ 
experience and study of this problem. Whether your employees are many or few 
in number, it will pay you to let us show you how we are helping other employers 
meet this situation. 


For Those Having Few Employees 


Where a comparatively small number of 
employees are on the payroll, Burroughs 
can often show how this extra detailed 
payroll information may be obtained on 
adding, accounting or calculating equip- 
ment which is used regularly for many 
other types of statistical or accounting 
records. 


To learn how your problem can be met at the lowest possible accounting cost and 
with the minimum change, if any, in equipment, telephone the local Burroughs 
office, or write direct. This is a service Burroughs is glad to render without charge; 
without obligation of any kind on your part. 
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Burroughs 






SHORT-CUT KEYBOARD 








Ciphers print 
automatically 













So much less to do 


Fewer motions . . . that’s what makes a Burroughs so fast. Automatic ciphers, 
saving nearly one-third of the work, are only one of its many short-cuts. Other 
short-cuts permit the operator to add or subtract an entire amount with one 
motion of the hand. Taking a total is also a single motion. Could any machine 
be faster, simpler, easier to operate? For your copy of a new and interesting 
booklet picturing and describing these and other exclusive advantages of the 
short-cut keyboard, telephone your local Burroughs office. Or write direct to 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 


Since Burroughs prints ciphers 
automatically, there is no time 
wasted writing them; no danger 
of error in writ.ng too many 
or too few ciphers. The short- 
cut keyboard is the only one that 
provides this great saving in 
time and effort. 





ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES 
CASH REGISTERS + TYPEWRITERS + POSTURE CHAIRS + SUPPLIES 
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